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The sixteen Certified Public Accountants 
composing the LAS Faculty prepare text 
material. give consultation service. or grade 
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ness matters. 
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eloquent testimony to the quality of IAS 
examination papers Some give fal) time. training. 
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THESE ARE IBM 
PRODUCTS, SERVICES 


Electric Punched Card Accounting Machines 
and Service Bureau Facilities 


Attendance Time Recording Systems 
Job Cost Recording Systems 
Master Electric’/Clock Systems 

Electric Typewriters 


Proof Machines 





Electric Test Scoring Machines 
Program Signaling Systems 
Fire Alarm Systems 
Recording Door Locks 
Laboratory Panels 


IBM 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
World Headquarters Building, 590 Madison Ave., New York 22, N. Y. 
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THE BUREAU OF WATER, Chicago, requires 
WHEREVER YOU GO- utmost speed and accuracy in preparing cus- 
tomers’ bills . . . keeps on top of this important 
job with Burroughs Utility Billing Machines. 


Back of the scenes, in most businesses, you will find Burroughs machines 
carrying out assignments vital to good management. 


They lend speed and accuracy to the handling of payrolls, stock 
records, budgetary accounting, billing, purchase and payment records, 
accounts receivable—to mention a few. They provide management 
with up-to-the-minute information on which to 
base sound judgment. Efficient in themselves, 
they contribute to efficiency. -¥ 


With this background of dependability to B roughs 


build on, Burroughs is at work on developments 


: ‘ , , IN MACHINES 
that will make Burroughs machines still finer in IN COUNSEL 
appearance and performance. Great things IN SERVICE 
are going on at Burroughs for the business of 

tomorrow. 


BURROUGHS ADDING MACHINE COMPANY - DETROIT 32, MICH. 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES + MAINTENANCE SERVICE + MACHINE SUPPLIES 
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AN ADDITIONAL 
PHYSICAL SAREGUARD 


0)... of the important duties of 
the Internal Auditor is to find ways and means of 
preventing errors. } 9 This is achieved primarily, 
of course, through the setting up of appropriate 
accounting procedure. } } However, of late 
leaders in this profession have expressed the 
opinion that, at times, much may be gained 
by supplementing accounting procedure by safe- 
guards of a purely physical nature. }» » Along 
these lines, may we suggest the use of La Monte 
Safety Paper for any forms where alterations may 
occur, including vouchers, requisition forms, 
shipping and receiving authorizations, and cash 
and warehouse records. 9» } The purpose of such 
protection is, of course, to make sure that any 
forms used in substantiating the accuracy of 
accounts and records, come to final audit exactly 
as they were originally written — and that any 
alterations, whether made innocently or not, may 
be immediately apparent. 


GEORGE LA MONTE & SON 
NUTLEY, NEW JERSEY 
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AUDITORIALLY SPEAKING 


ECENTLY headlined defalca- 

tions would indeed constitute 
an “ill wind” if they failed to con- 
vert many skeptics into ardent be- 
lievers in the need for a sound 
internal auditing organization in 
large and even medium size cor- 
porations. 


However shocking it is to read 
individual swindles of a 
million dollars or more, it is well 


to recall that each such case mere- 


about 


ly matches the national experi- 
ence of known totalling 
$400,000,000 a Possibly 
two or three times this amount is 


losses 
year. 


involved after allowing for un- 
known and unreported sums. Al- 
together too frequently, of course, 
the “hush-hush” treatment is in- 
voked by corporate victims, prose- 
cution is waived and a blackout is 
imposed over the penetrating and 
purifying rays of publicity. Con- 
sider how appalling the potential 
level of fire losses in America if 


industry were as bashful in its 
discussions of this subject as in the 
field of fraud. Safety and fire 
prevention measures, as well as 
thousands of protective laws gov- 
erning building construction 
would never exist. Fortunately, 
it is hard to muzzle fire sirens. 


Probably there is only one real 
danger attending the widespread 
publicity given to misappropria- 
tions generally. Credit for dis- 
covery is rarely due to the public 
accountant who lives in close con- 
tact with the account for a sub- 
stantial period of each year. Sel- 
dom, also, is the disclosure made 
by the internal auditors, though 
the defalcation often takes place 
under their very eyes. Instead, 
occurrences as fortuitous as that 
of the $300-a-month employee 
trying to purchase a $500,000 an- 
nuity, spring the trap. Time and 
again the questions are asked, 


“Where was the internal audi- 
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The business that 
hated Christmas 





wr 


To the Amalgamated management, 
Noel used to bring the confusion of 
seasonal rush worse confounded by 
inventory and auditing problems. 

Inevitable? Not at all, as the public 
accountant proved after persuading top 
brass to adopt a natural business year, 
in this case Sept. 1 to Aug. 31. During 
the summer slack, the inventories and 
receivables were at lowest ebb; there 
was less work to do, more time to do 
it, a chance to get a clearer picture of 
business past and future. Now the firm’s 
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fiscal years are more prosperous...and 
Christmases are happier. 

Heightening efficiency by plotting 
natural business years is but one of the 
many valuable services which public 
accountants provide for clients. To do 
such jobs well, accountants need 
access to fresh facts. 


Mceee is not an accounting firm 
... but with products and methods 
evolved in 40 years...aids accountants 
by making the facts available faster. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Ave., New York 17, N. Y... Offices in principal cities 
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tor?” “What happened to the 
public accountant?” And “Why 
wasn’t the culprit apprehended 
during the course of routine ex- 
aminations?” 


As recognized by most profes- 
sional men, of course, simple fail- 
ure to find the offender constitutes 
no direct indictment of public ac- 
countants, nor of internal audi- 
tors. These professions can ill 
afford to play the costly roles of a 
Sherlock Holmes, a burglar alarm, 
or a fire spotter. Tempting as it 
may be for “rookie” auditors to 
become sleuths, looking for frauds 
in bookkeeping is as tedious, costly 
and non-productive as seeking the 
proverbial “needle in the hay- 
stack.” It can only be accom- 
plished through endless hours of 
verification and checking, and 
generally without significant dis- 
closures. 


Modern auditing methods, on 
the contrary, contemplate a con- 
tinuous review of all accounting 
controls to eliminate whatever 
temptation there may be for dis- 
honest bookkeeping or handling 
of funds. The verification and 
checking which accompanies the 
audit should be incidental to the 
main purpose of determining 
whether control procedures, 
soundly conceived, are being ad- 
hered to. In fact, good internal 
auditing is as much concerned 
with the organization structure 


and with the flow of work as with 
the mathematical accuracy of 
such work. 


Where, then, does the respon- 
sibility for such defalcations lie? 
The answer is still with internal 
auditors, public accountants, and 
other accountants responsible for 
the installation and maintenance 
of sound control. The fact that 
thieves were overlooked by the 
auditors in the case of recent 
thefts is not especially disturbing, 
but rather, that they were able 
to operate in the first place. As 
Mr. J. S. Seidman so ably pointed 
/out at the Controller’s Institute 
meeting in New York on Janu- 
ary 9, the most pitiful aspect of 
virtually all misappropriations of 
corporate assets through bookkeep- 
ing channels is that the embez- 
zlers are able to operate without 
benefit of internal accomplices. 
In other words, it is apparent in 
these cases that accounting pro- 
cedures were established in viola- 
tion of the most elementary prin- 
ciples of good internal control. 


For the membership of Tue 
INsTITUTE these cases and their 
histories provide excellent materi- 
al for clinical review and analysis. 
To be constructive, however, the 
internal auditor’s approach must 
always be to find the controls 
which were violated and how to 
prevent a repetition of such fail- 
ure. 








A REPORT 
FROM THE SECRETARY’S OFFICE 


By J. K. 


INCE assuming office, your 

Secretary has accumulated 
several items which will be of in- 
terest to the membership. 


At the Board Meeting held last 
November, our President reported 
that arrangements had been com- 
pleted to hold our next (Sixth) 
Annual Conference in Detroit on 
October 13 and 14, 1947, with 
either October 11 or 12 to be re- 
served for the Reception. The 
Board appointed Charles J. Ghes- 
quiere General Chairman of the 
Conference, with the Hotel Statler 
designated as the official Confer- 
ence Headquarters. Start making 
your plans now, and let the slogan 
be “On to Detroit in October, 
1947!” 


At the same Meeting, the fol- 
lowing resolution, in connection 
with effecting uniform election 
dates for all Chapters, was pro- 
posed and adopted: 


“Resolved, That Article IV, 
Section 1, of the Rules Regu- 
lating Chapters, be amended to 
provide that elections of Chap- 
ter Officers and Governors 
shall take place at the last 


LAURENTZ, Secretary 


meeting preceding May 3ist 
of each year, and that the 
Chapter may, if it desires, 
postpone to a date not later 
than July ist of the same year, 
the effective date on which 
such Officers and Governors 
shall take office.” 


(Chapter Secretaries 
will please note.) 


From October to December 31, 
1946, 110 membership applica- 
tions were received with 72 pro- 
cessed by the latter date. After 
all changes, the records showed a 
membership of 1,076 at the close 
of 1946. 


Committees in charge of prep- 
aration of the Year Book, the 
Brochure and Conference Papers 
report that these publications are 
in the hands of the printers, and, 
perhaps, as you read this, all or 
part have been distributed. 


Now that all the statistics are 
in, our Fifth Annual Conference 
proved to be not only highly in- 
teresting and entertaining, but 
also profitable. It was pleasant to 
receive from the Budget and 
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Finance Committee a check in a 
substantial amount representing 
the net proceeds from the Confer- 
ence. Over 1,600 tickets were sold 
with an over-all attendance of 500 
members, guests and non-mem- 
bers. 


Upon the resignation of Miss 
Helen G. Baker some months ago, 
Miss Patricia Miles assumed the 
duties of Office Assistant at Instt- 
tute Headquarters. Whenever 
you happen to be in the vicinity 
of 120 Liberty Street (N. Y.C.), 
drop in and introduce yourself to 
our efficient Miss Miles. 


Victor Z. Brink, our Director of 
Research, has announced his resig- 
nation as Vice President of Con- 
tinental-U nited Industries Co., 
Inc., and is joining the firm of 
West, Flint & Co., Certified Pub- 
lic Accountants, New York 6, N. 
Y., as an Associate of that organ- 


ization. 
Vic. 


Our congratulations to 


Bob Geraghty’s resignation 
from Tue Institute, because of 
a transfer of duties, is regretted. 
Bob was our last year’s Secretary 
and his assistance in showing me 
all routines was appreciated. Best 
of luck on your new job, Bob! 


Now that we have a Managing 
Director, Tue Instrrute Office is 
primed to give you better and 
faster service. If we can be of any 
assistance concerning any matter 
that comes within our scope, drop 
us a line. To help us, please ad- 
vise promptly of any changes in 
address, company affiliation, etc., 
in order that we may keep our 
records correct and current. 


Committee appointments have 
been made, and on another page 
of this issue you will find the list. 





address. 





CHANGES OF ADDRESS 


Institute Members 


The Secretary’s office reports that there is a consider- 
able amount of returned mail for the reason that members 
have failed to advise that office currently of changes in 


All members are, therefore, urged to advise the Secre- 
tary’s office promptly of any changes of address in order 
that all mail will properly reach them. 














THE PRESIDENT’S PAGE 


T THE time of the founding of 
Tue Institute, the organiz- 
ing members looked forward to the 
day when a National Office would 
be established with a permanent 
full-time Director. On February 
1, 1947, Mr. Bradford Cadmus 
became Managing Director, and 
will devote his full time to the 
affairs of Tue INstrTuTEe. 


Mr. Cadmus, as a member, has 
been active in INst1ITUTE affairs 
since 1942. 


stiTuTE problems and he knows 


He understands IN- 


how to provide the service that 
our members require. Tue IN- 
further 
progress under his capable direc- 


STITUTE should make 
tion of the administration of its 
office and the coordination of its 
activities. 


Tue InstiruTE has come to be 
recognized as one of the outstand- 
ing professional associations in the 
country. Heretofore it unfortu- 
nately has been necessary to elect 
as executive officers those who re- 
side in the New York area because 
duties entailed the direct 
administration of Institute af- 


their 


fairs. The appointment of a Man- 
aging Director relieves the officers 
of many of the burdens of admin- 
istration; and it will now be pos- 
sible to elect future executive of- 
ficers without regard to location. 


With the announcement of Mr. 
Cadmus’ appointment, it is well 
to make some public acknowledg- 
ment of the work that our Sec- 
retary, Mr. J. K. Laurentz, has 
done. Since his appointment, Mr. 
Laurentz has carried the responsi- 
bilities of administering and di- 
recting Tue Institute office, 
which duties are above and be- 
yond the ordinary concepts of the 
secretaryship of an organization 
such as ours. Mr. Laurentz can 
now pursue his work as Secretary, 
unimpeded by the details and wor- 
ries which have been his lot and 
that of the past secretaries. 


Gordon Crowder, of Chicago, is 
the Chairman of the Membership 
and Chapter Formation Commit- 
tee and as such he is conducting a 
very energetic campaign, on con- 
increase our 


structive lines, to 


membership and to organize Chap- 
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ters as a service to our members 
in areas in which such organiza 
It will 


be appreciated by Mr. Crowder 


tion does not now exist. 
und your officers if each member 
will attempt to secure applicants 
for admission and, more impor 
tant, that those members in areas 
which do not have Chapter repre 
the 
Mr. 


Crowder will be greatly apprecia 


sentation organize to form 


nucleus of a Chapter 
tive of volunteers who undertake 
this organizing work and, as well, 
the sending to him of names of 
those who desire membership in 
Tue INSTITUTE. 

Tue Instrrute has the prospect 
of being even more international 
There 


are guod possibilities that Chapters 


in character than it now is. 


may be organized in Cuba and in 


England. Surprisingly, because 
there has been no publicity work 


done in those countries, we are in 


receipt of communications from 


internal auditors asking as to the 


possibilities for the establishment 


of Chapters in those two countries 


Further, we have received from 
the Federacion Nacional De Cont 


Del 


their By-laws and other informa 


adores Equador a copy of 


tion concerning their activities 


There have been request for the 
translation of some of our book 


to be published in Spanish for dis 


| 
tribution in South America In 
short, Tue INsTITUTE is inde¢ 
‘becoming widely known 
Columbia University, in the 


City of New York, is now nun 


bered among those colleges which 


are giving courses in internal 
auditing in active cooperation 
with Tue Institruti The first 


session was held on February 3 


1947. 


May our growth and influence 


continue! 











MR. BRADFORD CADMUS 


MANAGING DIRECTOR 
THE INSTITUTE OF INTERNAL AUDITORS, INC. 


N February 1, 1947, Mr. 

Bradford Cadmus became 
Managing Director of Tue IN- 
sTiTuTE. He is the active ad- 
ministrative agent of Tue Instr- 
TUTE, working under the execu- 
tive direction of its Officers and 
the Board of Directors, and has 
charge of office work and the co- 
ordination of committee activi- 
ties. His appointment meets a 
long-felt need of Tue Instr1- 
TUTE; and we are indeed for- 
tunate to have a man of his cap- 
abilities and enthusiasm. 


Mr. Cadmus has been a mem- 
ber of Tue InstirurTe since 
1942, has been Secretary and a 
Director, a member of various committees, including the Executive, 
Budget and Finance, and Year Book, and was most recently Chairman 
of the Program Committee for the Fifth Annual Conference. 





Mr. Cadmus was born in Elyria, Ohio, in 1902. He attended the 
public schools of Peoria, Illinois; and after graduating from Columbia 
University in 1923, he worked for a short time with the New York 
Stock Exchange. Later he was associated with the Bell Telephone 
Laboratories, and, following this, with Royal Baking Powder Company, 
where he was in charge of office and accounting methods. In 1931 he 
became Director of Field Accounting at Standard Brands. This posi- 
tion included responsibility for all accounting methods, operations and 
auditing of from twenty-five to fifty decentralized accounting units in 
the United States and Canada. In 1942, he was made Assistant Comp- 
troller, and continued to hold this position to the time he resigned, 
January, 1947, to become Managing Director of Tue InstiTuTE. 
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JOHN B. THURSTON 


ouN B. Tuurston, formerly 

Treasurer and Director of In- 
dustrial Engineering with TWA, 
has recently organized his own 
management engineering firm 
under the name of John B. 
Thurston and Company, with 
headquarters in New York City. 


Before joining TWA, Mr. 
Thurston was Comptroller of the 
Fram Corporation, Providence, 
Rhode Island. Prior to that, he 

, was Internal Auditor of The 
North American Company, a 
public utility holding company, 
with properties throughout the 
country. In this connection, he 
first reorganized internal audi- 

ting throughout The North American System and subsequently partici- 
pated in the solution of many management problems. 





Preceding his connection with The North American Company, 
Mr. Thurston was a member of the staff of R. G. Rankin & Company, 
Certified Public Accountants. 


Instrumental in founding Tue INstiruTE or INTERNAL AuDITOoRs, 
he was the first president of Tue Instrrure in 1941-1942. Despite 
his many duties, Mr. Thurston has found time to address many pro- 
fessional groups including Tue InstrruTe, the American Management 
Association, Controllers Institute, N. A. C. A., The Society for the Ad- 
vancement of Management, and others, and has written numerous ar- 
ticles on technical subjects. He has also participated in the manage- 
ment engineering training courses of the Navy Department and the 
Bureau of the Budget. He was editor of “Internal Auditing: A New 
Management Technique,” the first book published by Tue Instrrute 
or INTERNAL AuprTors, and has written numerous articles for tech- 
nical and other publications. At the present time, he is engaged in the 
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preparation of a book describing the new control unit principle de- 
veloped by the Army and a few progressive companies during the war. 


Other activities include membership in the Controllers Institute of 
America, National Association of Cost Accountants, and The Society 
for the Advancement of Management. 


Born in Avon, New York, Mr. Thurston is a lawyer admitted to 
the New York and Federal bars as well as a certified public accountant 
of the State of New York. He holds the degrees of A.B. from Williams 
College, where he majored in Economics, and LL.B. from the New 
York Law School. He has also studied at Benjamin Franklin Uni- 
versity in Washington, D. C., and New York University and Pace 


Institute in New York. 


THE USE OF WORDS 


Of all the many afflictions which bedevil the world, the careless 
use of words may not be the worst, but it certainly adds to all the other 
sins and sufferings of mankind, and makes them harder to bear. Per 
haps, too, the wrong use of words, whether intentional or due to thought- 
lessness, most effectively prevents a cure. This is so whether a person 
merely fools himself, or herself, or uses the wrong word to tangle up 
the thinking of others. 


Yet people in their talk to each other — and even to themselves 
are careless, or ignorant, or slipshod in what they call things. Ameri- 
cans are supposed to be the world’s worst offenders in this way. We 
can question that, if, at the same time, we decide to hold ourselves more 
strictly to what is actually meant, and test, even in our own talk, what 
our. words really say. 


Words change their meanings with use, abuse and misuse. The 
real trouble comes when a word is half-way between its real meaning 
and a new one. Such a word is “propaganda.” It is a good word, 
often misused. Most propaganda is good. The greatest blessings that 
have come to mankind have been propaganda. We would never have 
received them had it not been for propagandists. 


jut there is good propaganda, that is, the spreading of truths, and 
there is bad propaganda, harmful, or hateful, or untrue. How easy it 
is, then, in using this word, to add one other little word to it which tells 
which kind you mean, good or bad. 


-J. Frencu Rospinson 








CHANGING HOURS TO MINUTES 


WITH ADVANCED MECHANICAL EQUIPMENT 





BURROUGHS ANNOUNCES 
NEW CALCULATOR LINE 


S ITS first major product change 

since the war, Burroughs Add- 

ing Machine Company has complete- 

ly restyled its entire line of Calcu- 
lators 


By producing the machines in a 
soft brown color and a non-reflecting 
finish, Burroughs has been able to 
give these post-war Calculators a 
smart, modern appearance and to 
eliminate all reflection and glare. 
The new color treatment has been 
extended even to the machine key- 
tops where the old black and white 
colors have been replaced with har- 
monizing tones of brown and ivory. 

The Burroughs Electric Duplex 
Calculator (illustrated) offers a 
number of operating advantages. 
It registers the result of individual 
calculations in its front dials and automatically accumulates a grand 
total in the rear dials. Any amount registered in the front dials can 
be instantly subtracted from the grand total by means of the “Subtract” 
bar without the use of complements. 





Other outstanding features include: smooth, efficient, electri 
operation; a column lock that prevents depression of more than one 
key at a time in the same column; and chromium-plated hand grips 
that make the machine easy to lift. 

Burroughs Calculators have wide application on wage calculation 
and analysis, invoice and purchase order extension, sales audit and 
analysis, pro-rating and percentage calculation, production analysis 
and statistics, and many other high-speed figuring jobs. 

Models range from 6 to 14-column accumulating capacity. Both 
hand and electric styles are available. 
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CHAPTER NEWS 


CHICAGO CHAPTER 


By W. T. Horsterrer, 


Secretary 


HE November meeting fea- 

tured a most interesting talk 
by Melchior Palyi, Ph. D., inter- 
nationally known financial ad- 
visor to banks and other institu- 
tions, author and lecturer. Dr. 
Palyi chose as his subject “Inter- 
national Inflation.” With his 
broad and varied career in con- 
tinental countries, Great Britain 
and the United States, combining 
practical business activity with 
academic work, Dr. Palyi proved 
highly qualified to present and 
discuss his subject. A _ spirited 
discussion followed the address, 
the period extending well beyond 
the usual time of adjournment. 
This meeting drew the largest at- 
tendance of all times for Chicago 
Chapter. 


Our fourth annual Christmas 
party was held December 17th 
and, needless to say, all in attend- 
ance had a very enjoyable time. 
The Officers and Governors lent 
their wholehearted support to 
maintain and build upon that 
spirit of friendliness and good fel- 
lowship which is ever so present 
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at all of our meetings. The month 
of December proved to be a hap- 
py milestone in the progress of 
Chicago Chapter, for in this 
month we secured our one-hun- 


dredth member. 


J. C. Staehle, Author and Direc- 
tor of Industrial Relations, of 
Aldens, Inc., delivered an address 
on “Selection and Training of 
Auditing Department Personnel” 
at the January meeting. His 
summarization of employees 
problems and their solution, meth- 
ods of training employees and as- 
sisting them in furthering their 
educational backgrounds was very 
thorough and instructive. There 
is little doubt but what many 
members recognized shortcomings 
in their own policies and prac- 
tices, and concluded that an ap- 
praisal of their staffs and prac- 
tices was in order. 


We congratulate B. A. Bran- 
nen, who has been promoted to 
Vice President and Auditor, Har- 
ris Trust & Savings Bank, and J. 
F. Blair, promoted to Asst. Gener- 
al Auditor, Chicago, Burlington & 
Quincy Railroad Co. These mem- 
bers have served as Governors of 
Chicago Chapter; J. F. Blair being 
President 1945-1946. 
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CLEVELAND CHAPTER 


By Water M. Nock, Chairman 
Editorial Committee 


The first meeting of 1947 was 
held on Wednesday, January 22. 
Mr. Roger Conner, Secretary and 
Director of Research and Develop- 
ment of the McBee Company, 
Athens, Ohio, delivered an address 
on “The Accounting Office of To- 
His talk described the 
attitude of top management to- 
ward development in accounting, 
and brought to light facts which 
forecast many changes in account- 
ing methods. 


Our March meeting will be 
highlighted with a talk by Mr. A. 
N. Cleveland, American Steel and 
Wire Company, Cleveland. The 
subject will be “The Relationship 
between Organization Planning 
Functions and Internal Auditing 
Functions.” 


morrow.” 


The April meeting will be a 
discussion of the “Functions and 
Responsibilities of the Internal 
Auditor.” All members are in- 
vited to attend and air their views. 
Visitors are welcome. 

The N.A.C.A. 


to our Chapter 
members an 


has extended 
President and 
invitation to attend 


their Regional Conference at 
Cleveland in April, 1947. 
We extend a welcome to the 


following new members: Elton H. 
Thuran, Julius E. Anderson, Ken- 
neth W. Tucker, Floyd M. Bryan, 


Roy K. Nusser, Russell Rehark, 
and O. J. Heestand. 


DETROIT CHAPTER 


By James Avexts, Chairman 
Publicity Committee 


At our regular monthly meeting 
of November 26, 1946, at the 
Wardell-Sheraton Hotel, a Chap 
ter member, Mr. Elmer Bailey, 
Special Assignment Auditor of the 
General Motors Corporation, de 
livered an interesting and com 
prehensive paper on “Control and 
Audit of Advertising Expendi 
tures.” Mr. Bailey covered the 
subject very thoroughly, and, in 
the discussion period, satisfactorily 
answered all questions pertaining 
to his subject. 


The subject “Employee Defal 
cations” was covered in a talk 
given by Mr. W. L. Alexander of 
the Standard Accident 
Company, at the regular meeting 
of December 17th. Mr. Alex 
ander’s talk was informative, and, 


Insurance 


of course, particularly interesting 
to a group The 
members obtained information on 
particular the 


such as ours. 


problems during 
discussion period. 


The selection of Detroit as the 
locale of the next annual confer 
ence has generated a great deal of 
enthusiasm. We're going all-out 
to provide an instructive and en 
tertaining program. 

SEE YOU IN DETROIT IN 

OCTOBER! 








18 The Internal Auditor 


LOS ANGELES CHAPTER 
By A. A. Rorison, Secretary 


Membership in the Los Angeles 
Chapter continues to increase. In- 
active members dropped from the 
rolls have been replaced by go- 
getters who take a more active 
interest in INstrruTe affairs. 


The speaker at our anniversary 
meeting on September 10, 1946 
was Norris Paulsen, CPA, a for- 
mer member of Congress and, at 
one time, a member of the Cali- 
fornia State Legislature. His sub- 
ject was “The Effect of Legisla- 
tion and Politics on Accounting 
and Auditing.” 


At the October meeting, Dr. 
Elmer S. Nelson, an economics 
specialist with War Assets Ad- 
ministration, explained some of 
the difficulties in accounting for 
war surplus property. 


When the TWA strike pre- 
vented the scheduled speaker from 
appearing at the November meet- 
ing, Mr. Ray Parkhurst of Park- 
hurst and Company, stepped into 
the breach and delivered a very 
entertaining and instructive il- 
lustrated lecture on the advantages 
of a properly planned and exe- 
cuted system of cost control. Un- 
fortunately, many of the members 
who live in outlying districts were 
unable to attend because of the 
“unusual” weather, which filled 
many streets to overflowing with 





California’s own brand of liquid 
sunshine. 


In December, we were honored 
by a visit from John B. Thurston, 
who gave us some very interesting 
facts about organization and the 
internal auditor’s role in cost re- 
duction and control. 


At the January meeting, R. L. 
MacReynolds, CPA, outlined a 
comprehensive program for the 
internal audit of State and Federal 
income tax liability, and pointed 
out many of the pitfalls encoun 
tered in such an audit. 


Congratulations to Ed Green- 
leaf on his promotion and to the 
Dow Chemical Company on their 
choice of a man to fill the Detroit 


post. 


MIAMI CHAPTER 


By James D. Traney, Chairman 


Activities Committee 


At the December meeting held 
at the Towers Hotel recently, 
Colonel Robert H. Montgomery, 
authority on auditing, accounting 
and tax problems, gave a very in- 
teresting address relative to exper- 
iences garnered during fifty years 
of auditing work. Instructive re- 
marks were made concerning the 
relationship of the public account- 
ant and the internal auditor. 


Colonel Montgomery, also an 
expert in dendrology, spends a- 
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bout six months of each year on 
his Miami estate developing a 
multitude of tropical plants and 
trees. The Colonel discoursed in- 
terestingly about his many shrubs. 


The Miami Chapter of Tue In- 
stiruTE holds monthly meetings 
at the Towers Hotel on the second 
Tuesday of each month. 


At both the November and Jan- 
uary meetings, all present partici- 
pated in very interesting discus- 
sions relative to the course in In 
ternal Auditing to be given at the 
University of Miami, starting in 
April of this year. 


MONTREAL CHAPTER 
By Recrnatp Upen, President 


Mr. Albert B. Jeffay, Secretary- 
Treasurer of Fry Cadbury Ltd., 
addressed our November meeting 
on “Head Office Control of Branch 
Accounting,” and was followed by 
Mr. John P. Dick, Internal Audi- 
tor of the Sun Life Assurance Co. 
of Canada, who spoke on “Pro- 
cedure for the Audit of Invest- 
ments.” Each fol- 
lowed by a lively question and 
answer period. We were de 
lighted to have with us at this 
meeting, Mr. Arthur J. E. Child 
of Toronto Chapter, Chairman of 
the Educational Committee of 
Tue Instirute, who spoke on 
Tue Instrrute’s Educational Ac- 
tivities and outlined the Univer 


address was 


sity course organized by the Tor- 
onto Chapter. 

Mr. H. W. Joyner, Comptroller 
and Secretary of Standard Brands 
Limited, addressed us on Decem- 
ber 11th on the “Selection and 
Training of Internal Auditors and 
Their Future as Executives,” and 
Mr. J. M. Mireault, Internal Aud- 
itor of the University of Montreal, 
also spoke on the “Main Features 
of a University Audit.” A very 
spirited discussion tock place at 
the conclusion of the papers. 


At our January meeting we 
were honored to have as our 
speaker Major General A. E. Wal- 
ford, C.B., C.B.E., M.M., Comp- 
troller of Henry Morgan & Co. 
Ltd., who addressed the 
fundamentals of the “Internal 
Audit of a Departmental Store.” 
This proved to be most interesting 
and enlightening, and _ raised 
many questions at the end of the 
address which were most skillfully 
answered by Walford. 
Forty-five and 
attended. 


us on 


General 


members guests 


NEW ENGLAND CHAPTER 


By Tueopore R. Peary, 


Chairman, Editorial Committee 


On Monday, December 2, 1946, 
the New England Chapter of Tu 
INsTITUTE OF INTERNAL AUDITORS 
conducted a one-day forum on In 
ternal Auditing. Through the 
courtesy of Dean Albert E. Eve 
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rett, facilities for the meeting 
were provided at Northeastern 
University. 


The meeting was opened by the 
Chairman, Paul E. Tierney, Past 
President of the New England 
Chapter. Words of welcome were 
expressed by Chapter President 
Harold A. Martinson. 


The first speaker was Victor Z. 
Brink, Vice President of Tue In- 
STITUTE, who spoke on the “Pur- 
poses, Scope and Responsibilities 
of Internal Auditing Controls.” 
So much interest was shown in 
Victor’s talk that the 15 minute 
question period extended over one 
hour. 


Victor was followed by John B. 
Thurston, Director and ist Presi- 
lent of Tue Instrrute. John 
gave an excellent and provocative 
discussion on the “Methods, De- 
partmental Organization and the 
Relation of Internal Auditing to 
Other Management Controls.” 
John really started something 
with the boys that should have 
lasted several days, but discussion 
had to be closed due to the time 
element. 


Our next speaker, Arthur E. 
Hald, President of Tue Iwnstt- 
TUTE, gave a concise report on the 
aims and accomplishments of THE 
INSTITUTE OF INTERNAL AUDI- 
TORS. 

The final session was presided 
over by Harold A. Martinson and 


Paul E. Tierney, and consisted of 
open discussion by all present of 
everyday problems in Internal 
Auditing and their solution. 


Brief notes on the highlights of 
the forum are being published as 
a review paper for the Registrants. 
Much favorable comment has 
been received concerning the for- 
um, and a great deal of interest 
is shown in the work of the Chap- 
ter. Within two weeks of the 
close of the forum over six appli- 
cations by new members were for- 
warded to Headquarters. 


The officers and members of the 
New England Chapter publicly 
express their thanks to Messrs. 
Arthur E. Hald, Victor Z. Brink, 
and John B. Thurston who by 
their presence helped to make this 
meeting such a success. 


NEW YORK CHAPTER 
By J. 


Ernest Laurie, Chairman 
Editorial Committee 


At the November 2ist meeting 
of the New York Chapter, there 
was general discussion of ques- 
tions submitted by the Member- 
ship. The following subjects were 
selected and a very lively discus- 
sion ensued: “Bulk Storage In- 
ventories; Private Payrolls; Treat- 
ment of Miscellaneous Extraordi- 
nary Disbursements 
Continuous versus Periodic Aud- 
its of Monthly Payrolls; Verifica- 
tion of Accounts Payable.” 


and Losses; 
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At the January 14th meeting, 


the subject was “Audit Pro- 
cedures.” Three addresses were 
delivered: “Verification of Bal- 


ance Sheet Items,” by Walter G. 
Dillhoff of Republic Aviation 
Corp.; “Verification of Assets,” by 
David B. Mathias of Bankers 
Trust Company; and “Verifica- 
tion of Liabilities,’ by Thomas 
Burgess of Mutua! Life Insurance 
Company. The leader of the dis- 
cussion which followed was Wil- 
liam V. Carver of Socony-Vacuum 
Oil Company. It is very gratify- 
ing to note a steady increase in 
attendance at each meeting. 


the New York 
Chapter are cooperating with Vic- 
tor Z. Brink in giving in the 
Spring semester the first regular 
course in Internal Auditing to be 
given in the School of Business, 
Columbia University. The mem- 
bers participating in this project 
include Curt Atkisson, Brad Cad- 
mus, Joe Clair, Herb Cobb, Bill 
Garbade, Art Hald, Max Kenyon, 
Dave Mathias, Bob Milne, Wes 
Rankin, Phil Salman and John 
Thurston. It is hoped that the 
course program as developed will 
provide a basis for other schools 
interested in giving courses in In- 
ternal Auditing, and it is planned 
to make 


Members of 


this material available 


when completed. 


A project has just been set in 


motion for the formation of a 


study group of Junior Members. 
The Committee working on this 
consists of Mr. Frank Nickolson, 
Chairman, assisted by our Presi- 
dent, Herb Cobb, and Gene Ad- 
ams of the National City Bank. 


The subject of audit programs 
continued for our February 
and March meetings: On Febru- 
ary 25th, we discussed “Special 
Audits and Surveys,” and on 
March 27th, “Audit Procedures 
for Machine Accounting Systems” 
is the subject. On May 6th, the 
topic will be “Auditing for Man- 
agement Control.” 


PHILADELPHIA CHAPTER 
By J. M. Apxrns, Jr., 
News Reporter 


The November meeting was 
addressed by Mr. Lewis Nathan, 
Manager, Philadelphia Regional 
Sales Office of the Standard Reg- 
ister Company, Dayton, Ohio. 
Mr. Nathan’s subject, “A Methods 
Clinic,” covered work simplifica- 
tion, improvement objectives, form 
design, writing methods, and pro- 
cedure development. Presentation 
was accompanied by sound-motion 
pictures and sound-slide films pre- 
pared by The Standard Register 
Company. In addition to being a 
sales idea, the subject matter was 
very well presented and should be 
thought stimulating when devel- 
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oping new procedures or review- 
ing old. 


The December meeting was 
addressed by Mr. Joseph S. Covell, 
Management and Business Con- 
sultant. His subject was “Systems 
and Procedures and Their Rela- 
tion to Internal Auditing.” We 
were given an up-to-date picture 
of the need for systems and pro- 
cedurcs work and the benefits to 
be obtained from it. The need for 
collaboration b e t we en systems’ 
personnel and the internal audi- 
tors to obtain effective results was 
clearly established. The discussion 
period developed many points of 
interest in addition to those con- 
tained in Mr. Covell’s paper. 


The January meeting was ad- 
dressed by Mr. Earle H. Cunning- 
ham, General Auditor of General 
Motors Corporation, and President 
of the Detroit Chapter. Mr. Cun- 
paper entitled, 
“The Form and Content of an In- 


ningham’s was 
ternal Audit Report,” and was one 
of the finest it has been our priv- 
ilege to hear. At this meeting we 
had as our guest, Mr. A. L. Simp- 
son, Chairman of the Industries 
Committee, who reminded us of 
the many advantages which are 
through 
ting our problems to the Indus- 


to be gained submit- 


tries Committee and interchang- 
ing our experiences with each 


other. 





PITTSBURGH CHAPTER 


By Autrrep L. Hurcuison, 
Chapter Editorial Chairman 


The last two meetings were of 
the forum type and brought about 
some very interesting and educa- 
tional discussions; and the usual 
differences in opinion arose as to 
the methods and responsibilities of 
the Internal Auditor. 


However, we believe there is a 
very definite need for these in- 
formal discussions since they tend 
to crystallize our thinking along 
lines that approach sound stand- 
ard. This is particularly bene- 
ficial to those who are in charge 
of newly formed internal auditing 
departments for which procedure 
and responsibility are matters of 
progress development. 

One 
pressed, in hearing these discus- 
sions, by the indication that, in 
the Internal Audit 
Department is still a project which 


cannot help being im- 


many cases, 
has yet to completely prove its 
worth to industry in general. This 
in turn demonstrates the need for 
wisdom and foresight on the part 
of internal auditors to avoid un- 
warranted expansion and to guard 
against organization and proced- 
ural mistakes that might later re- 
act unfavorably not only in regard 
to a particular unit but to the pro- 
fession as a whole. 
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SAGINAW VALLEY CHAPTER 


By Joun Henry Martin, 


Chairman, Editorial Committee 


The November meeting was 
held on the 19th, at which time 
a membership drive was started. 
The speaker for this meeting was 
Mr. Clyde J. Lewis, of the firm 
of Lewis and Bishop, Certified 
Public Accountants. Mr. 
spoke on the “Relationship of a 
Public Accountant to the Internal 
Auditor.” The subject was very 
timely as the firms of several 
chapter members were then being 
visited by outside auditors. Mr. 
Lewis gave a very interesting talk, 
and the question and answer for- 
um was very enlightening. 


The December meeting was 
held on the 17th. The report on 
the drive for new members dis- 
closed the fact that considerable 
progress had been made. The 
solicitation of the Auditors of ap- 
proximately twenty-five firms was 
assigned to the different members, 
with the request that they report 
at the January meeting. 


Lewis 


The speaker for this meeting 
was Melvin Priestly, Comptroller 
of the Citizens Commercial and 
Savings Bank of Flint, who spoke 
on “Bank Auditing.” This sub- 
ject was particularly interesting to 
those members not affiliated with 
any bank. The question and an- 
swer forum on this subject was 


broader than that of any previous 
meeting, and we feel sure that all 
the members now have a more 
comprehensive idea of banking 
procedure. 


The January meeting was held 
on the 2ist, with six prospective 
members as guests. We believe 
that this start augurs well for the 
success of the membership drive. 
The report on the drive for new 
members continues to be very en- 
couraging, and we believe it is 
safe to assume that the Saginaw 
Valley Chapter will show a steady 
increase in the next few months. 


The speaker for the January 
meeting was Clyde Wait, Vice 
President of Palace Corporation, 
manufacturers of Trailer Coaches. 
His subject was “Relationship 
of Internal Auditing to Factory 
Accounting.” Mr. Wait’s past ex- 
perience well qualified him to 
speak on this subject, as he started 
his business career in the early 
days of the Buick Motor Car Com- 
pany. His talk was very interest- 
ing and the subsequent forum was 
well received. 


TORONTO CHAPTER 


By F. A. Dovetas, Chairman 
Chapter Activities 
The regular monthly meeting 
held on October 25th gave evi- 


dence of the interest that is being 
taken in our Chapter. The at- 
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tendance numbered thirty-four. 
The speakers of the evening were 
Mr. Clayton L. Guest, Secretary- 
Treasurer and Controller, Somer- 
ville Limited, and Mr. A. J. Little, 
C. A., Partner, Clarkson, Gordon 
& Company. The subject was 
“The Public Accountant’s Respon- 
sibilities As They Can Be Coord- 
inated With Internal Auditing.” 


Our monthly proceedings are 
being followed very keenly by 
non-members as was evident by 
the attendance at our November 
29th meeting when attendance of 
visitors exceeded that of our regu- 
lar members. This situation 
clearly indicates that we have a 
wide field from which we may 
draw additional membership. Our 
speaker at this particular meeting 
was Mr. Ronald A. McEachern, 
Editor of “The Financial Post.” 
His subject was “Must We Have 
Mr. McEachern 
spoke in a masterly fashion, giv- 


a Depression?” 


ing his listeners considerable in- 
formation and meat for thought. 
The discussion that followed was 
educational in itself, and signified 
that the speaker had had the keen 
interest of all present. 
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Three new members were in- 
troduced: R. H. Wood, Lever 
Brothers, Limited; Joseph L. Col- 
lard, War Assets Corporation; and 
William S. Boultbee, War Assets 
Corporation. 


The final meeting for 1946 was 
held on December 27th. The 
speakers were Mr. W. J. Vanator 
of the Steel Company of Canada, 
and Mr. Blake A. Cockburn of the 
Robert Simpson Co. Ltd. Both 
speakers are members of our 


Chapter. The subject was “In- 
ventories, Overages and Short- 
ages.” 


It is with pride that we report 
that our A. J. E. Child has been 
appointed Chairman of the Edu- 
cational Committee. 


The University Extension 
Course is proving very successful, 
and it is estimated that our Chap- 
ter funds will be increased by over 
$200. in fees by the end of the 
season. It will be of further in- 
terest to learn that the lecture 
courses are gaining much atten- 
tion outside Toronto, since 


in- 
quiries have been received from 
Los Angeles, Washington and 
Brooklyn. 


(No Chapter News was received from Dayton, St. Louis and San 


Francisco.—Ep. ) 


CHAPTER MEETING DATES AND PLACES 


HE following list of meeting dates and places has been compiled 
for the benefit of itinerant members of Tue InstrTuTEeE. 


Chapter Meeting Date Meeting Place 
CHIcaco Third Tuesday Bismarck Hotel 
CLEVELAND Fourth Wednesday Hollenden Hotel 
DayTon Fourth Monday To be announced 
Derroir Fourth Tuesday Wardell-Sheraton Hotel 
Los ANGELES Second Tuesday ; Los Angeles Athletic Club 
MiaMI Second Tuesday Towers Hotel 
MonTREAL Third Wednesday Windsor Hotel 
New Encianp’~ Third Tuesday Hotel Vendome 
New York March 27th yy os 

May 6th j 
PHILADELPHIA © Second Monday Engineers Club 
PiTTsBURGH Second Friday Fort Pitt Hotel 
Sactnaw VALLEY Third Tuesday To be announced 
San Francisco Second Wednesday Alexander Hamilton Hotel 
Sr. Louts Second Thursday To be announced 
Toronto Last Friday Royal York Hotel 





CHAPTER DIRECTORY 


Chapters Presidents Secretaries 
Chicago LE ROY R. HAAS WALTER T. HOFSTETTER 
Chicago Title & Trust Company The Peoples Gas Light & Coke Co. 
69 W. Washington Street Rm. 407, 122 So. Michigan Ave. 
Chicago 2, Ill. Chicago 3, Il. 
Cleveland DANIEL H. JOHNSON HAROLD O. SCHROEDER 
Pickands Mather & Co. 1228 West Boulevard 
2000 Union Commerce Bldg. Cleveland, Ohio 
Cleveland 14, Ohic (American Steel & Wire Co.) 
Dayton ARTHUR C. CHESNEY, JR. CHESTER L. BAKER 
1947 Elsmere Avenue Kurz-Kasch, Inc 
Dayton, Ohio 1421 S. Broadway 
(The Chas. Sucher Packing Co.) Dayton, Ohio 
Detroit EARLE H. CUNNINGHAM DAN H. BUTLER 
General Motors Corp. Packard Motor Car Company 
12-117 General Motors Bldg. 1580 East Grand Boulevard 
Detroit 2, Michigan Detroit 32, Michigan 
Los WM. J. LEHMANN, D/79-13 ALBERT A. RORISON 
Angeles Lockheed Aircraft Corp. 1425 S. Oakhurst Drive 
1705 Victory Place Los Angeles 35, Calif. 
Burbank, Calif. (Douglas Aircraft Co., Inc.) 
Miami RALPH E. AYERS K. F. ANDERSON 
270 N. E. 105th Street P. O. Box 1751 
Miami 38, Florida Miami, Florida 
(Sears, Roebuck & Company) (Belcher Oil Company) 
Montreal REGINALD UDEN J. W. HERBERT MAXWELL 
Canada Packers Limited Canadian Industrial Alcohol Co. Ltd. 
1260 Mill Street P. O. Box 308 — Station “B,” 
Montreal, P. Q., Canada Montreal, P. Q., Canada 
New HAROLD A. MARTINSON WILLIAM CAIRNS 
England Boston Consolidated Gas Co. Verney Mills 
100 Arlington Street 100 Newbury Street 
Boston 16, Mass. Boston 16. Mass. 
New York HERBERT C. M. COBB JOHN R. DONELIK 
Worthington Pump & Machinery 11 Fillmore Street 
Corp. Newark 5, N. J. 
Harrison, N. J. (Prudential Insurance Co.) 
Phila- FRANK M. FISHER JOSEPH A. DRUMMOND 
delphia The Lehigh Coal & Navigation Co. 1627 Woodmere Way 
Fidelity Phila. Trust Bldg. Brookline, Del. Co., Pa. 
Philadelphia 9, Pa (Rohm & Haas Company) 
Pittsburgh WILBERT A. WALKER WILLIAM M. HALL 
United States Steel Corp. of Edgewater Steel Company 
Delaware P. O. Box 478 
436 Seventh Avenue Pittsburgh 30, Pa 


Pittsburgh 30, Pa. 
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Chapters Presidents 
— GLENN A. CORNING 
Valley Buick Motor Division 

General Motors Corp. 

Flint 2, Michigan 
San VICTOR G. GENDRON 
Francisco Crown Zellerbach Corp. 

343 Sansome Street 

San Francisco 19, Calif. 
St. Louis JOSEPH G. LOUIS 

The Grove Laboratories, Inc. 

2630-52 Pine Street 

St. Louis 3, Missouri 
Toronto WILLIAM J. L. TOWNSEND 


Canada Packers Limited 
2200 St. Clair Avenue West 
Toronto 9, Ont., Canada 


Secretaries 


HAROLD ROBERT LOUDON 

A. C. Spark Plug Division 
General Motors Corp 

1300 N. Dort Highway 

Flint 2, Michigan 


THOMAS F. McCLUSKEY 
The Bordon Company 

1325 Potrero Avenue 

San Francisco 19, Calif. 


CHARLES B. BENNETT 
Wagner Electric Corp. 
6400 Plymouth Avenue 
St. Louis 14, Mo. 


DONALD F. BISSONNETTE 
Toronto General Trust Corp 
253 Bay Street 

Toronto 1, Ont., Canada 








PUBLISHER'S NOTE 


Type forms from which the Internal Auditor is 
printed are held for thirty days. 


may order reprints in pamphlet form at nominal 


cost. 
Brock 


Conn. 


and Wallston, 39 


May we suggest that inquiries be addressed to 
Atlantic St., 


Authors of articles 


Stamford, 











ARTICLES OF INTEREST 


TO INTERNAL AUDITORS 


JOHN F. BRADY, Chairman of “Digest of Other Publications Committee” 
directs attention to the following articles of interest: 


Subject: Internal Auditing Objectives 
By: Don S. Grubbs 


Published in The Controller, February, 1946. 


This paper was presented at a joint conference in Pittsburgh before 
the Pittsburgh Control of the Controllers Institute of America, the 
Pittsburgh Chapter of the National Association of Cost Accountants 
and the Pennsylvania Institute of Certified Public Accountants, 
and embodies some dissenting opinions as well as a number of con- 
structive observations as follows: 

1. See that Authorized Policies and Procedures are followed. 


2. Ascertain that the Authorized Policies and Procedures provide 
Adequate Protection against Loss at a Reasonable Cost. 


3. Observe Opportunities for Increasing Profits. 


Subject: Practical Sampling for Auditors 
By: Leo Herbert 


Published in The Accounting Review, October, 1946. 


Various aspects of the uses to which sampling is employed are 
touched upon in this paper and stress is given to its representative 
ness, adequacy and stability. As a review of this method of in- 
ternal control, this paper should prove quite worthwhile. 


Subject: Inventories and The Internal Auditor 
By: George A. Bricault and Cecil D. Marshall 


Published in the N. A. C. A. Bulletin, Section One, Nov. 15, 1946. 


This paper stresses the pertinent aspects of the verification of in- 
ventory quantities and amounts as being an important function 
of the internal auditor and covers: 

1. Organization and Duties of Internal Auditor. 

2. Inventory Instructions and Inventory Taking 

3. Pricing and Summarizing the Inventory. 

4. Other Phases of Internal Control and the Internal Audit Re- 

port. 
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Subject: Valuation of Inventory 
By: Maurice H. Stans, Member, Committee on Accounting Procedure, 
American Institute of Accountants. 


Published in New Developments in Accounting—1946. 


This paper was presented at the Fifty-ninth Annual Meeting of 
the American Institute of Accountants and covers the field of in- 
tory pricing practices and principles with special reference to the 

rally accepted meaning of cost and its components as well as 
the significance of market value in inventory pricing. 


Subject: Auditing Practice Forum 
By: Victor Z. Brink, Editor 


Published in The Journal of Accountancy, November, 1946. 


This monthly Forum is edited by Mr. Brink and covers some very 
timely and interesting matters: 

Components of a Model Permanent File. 

Preliminary Work in the Accountant's Office. 

Double Reconcilement of Bank Balances. 

Interim Audit Work. 

Audit Notes. 

Control of Inventory Sheets after Physical Tests. 


AAS wp 


INTERNAL AUDITING — A MANAGEMENT TECHNIQUE 


To many business executives and others unfamiliar with modern 
internal auditing, it is just “more auditing.” But this concept is er- 
roneous. While internal auditing had, and still has its roots in ac- 
countancy, its main functioning is in the realm of management con- 
trol. 


Internal auditing is a principal means whereby business manage- 
ments of today and tomorrow can achieve and maintain control over 
many operating phases of large corporations and systems. It is a 
means for assuring managements that corporate operations are carried 
on efficiently and effectively. It is a means for making certain that 
policies developed in conformity with broad social responsibilities are 
not distorted and turned to other ends in their execution. 


—Joun B. Tuurston 
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RDINARY communication is conveyed largely by the means of 

suggestion. I was talking the other day to the advertising man 
of a large concern, and I asked him what proportion of the meaning 
of his communications to the public consists of suggestion. Was it as 
much as 50 per cent? He said, ‘Far more than 50 per cent.’ Now in 
an accountant’s writing there can be no suggestion. An accountant 
must be explicit. Did you ever realize what is involved in the fact 
that everything an accountant says has to be expressed in definite com- 
plete sentences? You can’t trust to suggestion, to a hint, to a few col- 
orful words, as you do in other writing and talking. It is a very diffi- 
cult thing to compose in such a series of explicit statements. It is like 
walking on your hands. And when a layman tries to read what you 
have written, it is very difficult for him to get it, because usually what 
comes to him is in suggestion form. 


The one secret of successful communication consists in adjusting 
what you say to the reception of the other fellow. That is very easy 
to say. It is most abominably difficult to do, because all our lifelong 
all of us are doing just the opposite. Ninety-nine per cent of our talk- 
ing — and I am afraid most of our writing — fails to adjust itself to 
the other person. We keep talking to ourselves. What do I mean by 
that? Well, it’s like this. You are very anxious to say a certain thing. 
You are desperately at earnest about making a point. Your mind, 
without realizing it, is looking inward, dwelling on that idea, making 
sure that what you say is just what you have thought; in short, talking 
to yourself. When you are looking inward, you are not really address- 
*A condensed version of a talk given at a meeting of the New York Chapter, 
September, 1946. 
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ing the other man. This forgetfulness of the listener can often be de- 
tected on a speaker's face. Too often this is true of an accountant. He 
is apt to wear a sort of “mortician’s look,” as it was expressed by Mr. 
Thomas Byrnes in a recent article in the New York Certified Public 
Accountant — the abstracted look of a person who is thinking — not 
talking to you, but just thinking. A busy man may have to handle a 
number of people in quick succession. Much of the time his mind is 
occupied with what he is going to say to the next person, to a problem 
that is coming later, or to a hang-over from something that has just 
come up. The result is that instead of focussing the attention on the 
person in front of him he is, without realizing it, preoccupied, looking 
inwardly, talking to himself. If we are honest, we will admit that 
this is true of our own case time and time again. 


When you have to write, try the method I have learned by bitter 
experience. Budget your time. There are really four stages in the 
process of working out a presentation. If you are wise, you will carry 
every bit of writing through these fdur stages. The first stage consists 
in just emptying your pockets. Spill out of your mind whatever it 
contains upon the subject. Have you ever done that? This is what I 
mean: Get some 5 x 35-inch cards, or paper slips of that size. Sit 
down with your pencil or pen and scratch down on one of those slips 
some item that comes into your mind bearing on the subject. Then 
something else will come to your mind. Write that down on another 
slip of paper. Never mind about the connection. Just pour out what is 
in your mind. Spill it out. There will be all sorts of contradictions 
and duplications. However, you will get your mind running after 
awhile. Soon you may have a pile of 100 or 200 slips. Then the 
stream will run dry, and you stop. 


Your pile of slips represents what is actually in your mind on the 
subject. You may have spent an hour, or an hour-and-a-half, in jotting 
down these thoughts. It is time well invested. You might well give 
one-eighth of the entire time you can allow for the preparation of your 
paper to this inventory of what is in your mind. 


Now what do you do? Now take those slips and play solitaire 
with them. Sort them. You will find duplicates. Throw one of them 
out. Others, you find, are related. They go together. Some are con 
tradictions. They also go together, because they have to be adjusted. 
In this way you group your slips into smaller piles. Instead of 200 
slips you may have 50 little groups. Now build those piles together, 
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as if you were playing solitaire. If you think about it enough, you can 
get them down to three or four main piles, each including a number of 
subgroups. There is your outline. That is what your mind actually 
thinks on the subject. Look at it. You may see that there are holes 
here and there. They must be filled in by further study or research. 
Perhaps this or that section is on too big a scale for your space. It 
must be cut down. Then stop and think: Which of those is the final 
point, the one I am driving at? Where do the others come in? You 
have got your outline, and it represents, not what your front-office 
mind thinks you ought to say, but what you are really able to say, 
what has stuck in your mind from your knowledge of the case. That 
is worth presenting. How much time have you spent on this second 
stage of your preparation? Three-eighths, at least. 


Next day, take it up again. Look over your set of piles, and then 
sit down with your pen or pencil and start to write. Write as fast as 
you can go, without stopping to correct, or revise, or fill in, or any- 
thing. Just slap it all down. Why? So that you can get movement 
out of it; so that it will have some flow. How much time should you 
allow for this stage No. 5 in your preparation? About one-eighth. 


Now you come to stage No. 4: Take what you have dashed off, 
look it over, and slowly revise. This is the time to do your tinkering. 
If something is wrong, you have to adjust it. Spend the remaining 
three-eighths of your preparation time on siage No. 4. When you have 
carried your preparation through these four steps you have something 
that will stand up. 


Most people do nothing about stages No. 1 and 2. They start in 
with stage No. 3. They go along for a while and then, after a few 
minutes, they run down. From then on, the process is like that of the 
old-fashioned dentist filling a tooth with gold. Do you remember? He 
would take a little pellet and bang it in. Then he would reach for 
another. That is the way too many people try to write. It is laborious, 
slow, and has no connection. Then they spend the rest of their time 
in trying to rectify the blunders that they have made. 


Talking is the work of the men farther up. You have to talk to 
the layman, primarily. When you write you may be addressing ac- 
countants, but in your talking to laymen you have to translate. Here 
also the important thing is, first of all, to prepare. “But,” you say, “I 
am in a conference, I have to talk on the spur of the moment. How can 
I prepare?” The answer is, give yourself some systematic drill in 


Selling The Internal Auditing Job 33 


preparing a talk deliberately, setting the point you are going to make, 
fixing the line of march. If you will practice doing that whenever 
you know in advance that you have to talk, you'll develop a method 
that will carry over, unconsciously, to the many times when you have 
to do it on the spur of the moment. 


There are three things you haye to do in preparing a talk: You 
have to determine what the result is that you are after; then determine 
the steps in your line of march; and then budget your time. That last 
is mighty important. Do you ever do it? Honestly, how many men 
can swear on their consciences as gentlemen that they always figure in 
advance how long they are going to talk? I’m afraid none of us does 
it as he should. Yet every one of us can do it. Suppose you are in a 
meeting. Say to yourself, “I am going to take seven minutes,” or “I 
will have to make a talk of twenty minutes to cover this situation.” 
Or perhaps you must prepare for an interview talk that may take two 
hours. In every case, budget the time you will talk, as you budget 
your words when composing a businéss letter of a page, or a 50-word 
night letter telegram, or even a straight telegram of 10 words. The 
scale is different for each of these, isn’t it? So with the scale for your 
talking. If you know that you have only ten minutes, you will be 
careful what you put into them. 


Did you ever consider how many words you speak to a minute? 
The average is about 125 words. You can translate that into the num- 
ber of words on a page and thus get an idea as to how many sentences 
you can allow yourself in five minutes, or ten minutes. Did you ever 
count the words you utter in the average sentence? Accountants use 
more words to a sentence than other people. The average sentence 
of non-technical professions is about 20, or 21 words. Take a block 
of five hundred sentences from a non-technical paper and you will find 
that the sentences average about that. For accountants the average 
sentence runs nearer 30 words. Think of the cumulative effect of these 
longer sentences. Have people ever said to you that accountants’ writ- 
ing — and accountants’ talking — is darned heavy? It is partly a re- 
sult of those extra five or six words in every sentence. If you make 
your sentences shorter, it is easier on the reader or listener. 


You can budget your time, and reduce it to an approximate num- 
ber of sentences, and know how many you have time to utter. When 
you have done that, you are in a position to choose the things to say. 
Try it. You can work it out. You will work it out, of course, on a 
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different basis from anybody else, but you can budget yourself. Then 
you will not be just “barking along” when you talk. 


The great trouble is that we start in without planning. Then we 
get interested, and go on and on, and finally wake up to find that we 
are only halfway around the course, and they are ringing the bell on 
us. Get your points fixed in mind, set the line of march, budget your 
time and watch your step. When you see you are coming near the end 
of your time, finish. Nobody ever got mad because a speaker stopped 
too soon. But if you go on a little over the time, you are not quite so 
popular. Most of us are preoccupied with our thought. We feel that 
we have something interesting and important to say, something that 
others ought to hear, and so we keep on saying just “one more thing!” 


When you are talking to a crowd, do you remember to talk to them 
one by one? That is the way to get attention, and hold it. When you 
get up in front of a group of strangers, pick out an individual, anyone 
in front of you, and say something to him. Look at him. Even if you 
say only, “It’s a hot night,” you will get some flash back from his face. 
His eyes will say, “I agree with you,” or they may signal only, “You 
poor fish.” If they say that, by the way, it may give you a better start 
than if they were favorable, for they may rouse the “old Adam” in you 
to respond with something spirited. 


Even if you get no response from this man’s face, you will get one 
from someone next to him, or behind him. You answer your listeners’ 
faces as you look about, and in a short time you get the whole room 
into a sort of conversation. Instead of pouring out statements, you are 
getting clues from the people in front of you. If you see from their 
faces that they don’t like something, you can get off that subject and 
pass on to something else. You don’t need to win every trick. 


When you get the transcript back, it may look funny, may not 
look logical. But you have been following their logic, following the 
order of their minds, and you held their attention to the end. At the 
close, they liked you. They may not have agreed with you, but at least 
they figured that your view was worth thinking about. That is about 
as good a result as you can get, generally. You can take care to speak 
plainly always. Sometimes, on the long distance ‘phone, you talk far 
more plainly than you do across the table to your wife at breakfast. 
Lots of people have better voices than they realize. They don’t use 
them right. 


Some men have perfectly good baritone voices, but when they 
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grow interested in a discussion, without realizing what they are doing, 
they allow them to become shrill, sharp, edgy, provocative. They are 
not mad, but when talking earnestly the sound of their voices irritates 


people. 


Nobody ever learns to write or talk perfectly, but everyone can 
improve. The one best way to bring success is to concentrate your 
attention on the other person. Know what you want to say before 
you begin to talk, or write, so that you don’t have to think about what 
you mean. Then just think about whether he is getting it. If he is 
getting your point, you will succeed. If he is not getting your point, 
no matter how beautifully you talk, or write, you are lost! But it 
should be otherwise because you have learned to be careful about 
details. The trouble is merely that you haven't remembered to figure 
in those details about presentation. They are well worth remembering. 
Keep them in mind. 


FORMULA AUDITING 


Formula auditing is a pitfall that we must constantly guard 
against. When one is engaged on repeat audits, that is going over the 
same ground month after month, and year after year, he becomes so 
familiar with established procedures and general conditions that he is 
apt to fall into a set pattern of audit. He is quite likely to make too 
many assumptions when he should determine facts; and his acquain 
tance with the personnel and developed friendships is apt to throw him 
off guard and dull his alertness. 


I have seen so many promising young auditors, and some older 
ones too, slip into a formula type of auditing that I feel it is important 
to draw attention to this danger. If we do not keep a constant check 
on the effectiveness of our audits and make frequent reviews of our 
procedures, we may gradually and unconsciously drift into a “cut and 
dried” routine of auditing. All of us are vulnerable and if we do not 
watch our step we degenerate into “veneer” auditors. 


— Earte H. CuNNINGHAM 
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T IS common knowledge that the internal auditor cannot check or 
verify all of the entries and transactions made by his company dur- 
ing a given period of operation. To do so would probably require as 
many man-hours on the part of the audit staff as were spent in the 
original recording of the transactions. Since time and expense do not 
ordinarily allow for such an extensive verification of the work, the 
auditor must of necessity rely on a program of well chosen test-checks, 
carefully executed throughout the year, to satisfy himself that the 
accounts and records are properly and honestly kept. 


Before deciding upon the nature and scope of the testing to be 
done with respect to each classification or type of transaction, the audi- 
tor should make a careful study of the internal control procedures in 
effect. An adequate system of internal 2ontrol, if carefully carried 
out, should disclose accidental or mechanical errors. It should also 
render it difficult for bookkeepers, cashiers or other employees to con- 
ceal fraudulent entries except by resorting to collusion. One of the 
primary methods of effective internal control is the proper apportion- 
ment of duties among the office employees who are charged with the 
receiving, depositing and disbursing of cash, and the keeping of the 
accounting records. 


*Paper presented at a meeting of the Detroit Chapter, December, 1945. 
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Some of the more important questions to be considered by the 

auditor in reviewing the existing system of internal control are: 

(1) Is the procedure adequate? 

(2) Are there any omissions, loop-holes or weak spots? 

(3) Is the procedure up-to-date; i.e., has it been revised from 
time to time to meet changing conditions or the recurrence of 
unusual situations? 

(4) Has any unusual turnover in supervision or personnel oc- 
curred which might affect the efficiency of the work of one 
or more departments? 

(5) Are the employees responsible for carrying out the procedure 
thoroughly familiar with its provisions? 

(6) Is the policy of rotating employees from time to time on cer- 
tain assignments being observed? 


Having detected an indicated weakness in the control procedure 
covering a certain phase of the work the auditor should give particular 
attention to the possibilities of loss or error due to the exposure. He 
also should arrange to test the work of that section or department care- 
fully to determine whether errors have resulted. 


The next step (and a most important one) is to determine whether 
the prescribed procedure is actually being carried out by the employees 
responsible for the performance of the various phases of the work. 
This can usually be accomplished by discussing tactfully with the per- 
sons handling the work the various steps taken in discharging their 
respective duties. The auditor then makes his own comparisons and 
notes any deviations, short cuts or omissions from the established prac- 
tice. He also gives consideration to the effect that such deviations may 
have upon the accuracy of the records, and upon his test-examination 
of that particular part of the company’s operations. 


The auditor who bases his test program on the assumption that 
the work of the various departments of his company is being performed 
in accordance with the established system of internal control is prob- 
ably due for a rude awakening. It is not unusual to find that, due to 
one or more circumstances, the internal check over a given feature or 
classification of items is not functioning. Or, worse still, it may have 
broken down almost completely within a comparatively short period. 
Some of the most common causes for this are as follows: 


(1) Carelessness or indifference on the part of the employees 
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performing the work. 

(2) Intentional deviations or short-cuts by employees, which 
tend to weaken or nullify the efficiency of the system. 

(3) Lack of proper understanding of the purpose of the procedure. 

(4) Failure to review the procedure frequently. 

(5) Changes in departmental supervision. 

(6) Rapid turnover in personnel, resulting in unfamiliarity with 
the work to be done. 

(7) Vacation periods, absence of employees due to illness, et 
cetera, resulting in substitutions in personnel. 

(8) Lack of adequate supervision due to pressure of work, year- 
end closings, et cetera. 


The internal auditor’s program of test-checking should be predi- 
cated upon the efficiency, or lack of efficiency, of the system in use, and 
the manner in which it is functioning. Proper judgment as to the 
amount of test-checking to be done cannot be exercised until after the 
auditor has made an intelligent review of the segregation of duties 
and various other safeguards provided in the internal control procedure. 


If the auditor has satisified himself that the internal control estab- 
lished over a certain type of transaction is adequate, and that the 
system is functioning properly, he may consider that a restricted test- 
check is sufficient. Conversely, if his study has developed a weakness 
in the procedure, or in the application thereof, he may deem it neces- 
sary to check all of the transactions of two or more months to determine 
the degree of accuracy. If his verification of the period selected for 
testing develops numerous or major errors, the testing should be ex- 
tended to include other months of the accounting period. The existence 
of errors in the work of the period selected for sampling may or may 
not extend to other months. It is quite possible that the errors noted 
in a particular month occurred during a vacation period when the work 
was being handled by an inexperienced employee. Accordingly the 
auditor should learn by means of further checking, whether the errors 
noted represent a “general condition” or merely a few isolated in- 
stances. 


The “quality” of the testing is more important than “quantity.” 
In a small concern where the volume of transactions is comparatively 
light, it may be possible to check a large portion of the work. In other 
cases, a heavy volume of transactions may preclude the feasibility of 
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making such an extensive test. However, in either event, the value of 
the sampling done depends on the thoroughness with which it is per- 
formed, and the alertness displayed by the auditor. A good auditor 
must possess a reasonable degree of imagination in addition to train- 
ing and experience. He must have that ability, sometimes referred to 
as “Auditor’s Instinct,” which enables him to sense the possibility of 
error or fraud in a transaction or entry and follow it to a conclusion. 


In selecting a period or a group of items as the basis for a test 
verification, the auditor should choose a period which, in his opinion, 
presents the greatest possibility of error, e. g., a period in which the 
volume of business was unusually heavy, or a vacation period in which 
the department was short-handed and inexperienced employees were 
assisting with the work. Obviously, he should never pick the “easy 
spots” as a means of saving time or avoiding work. Any unusual 
transactions, questionable entries, or indication of irregularity noted in 
sdmpling the work should in all cases be investigated and followed to a 
conclusion. Carelessness or compladency in this respect may render 
the auditor’s efforts useless and result in failure to uncover a defalca 
tion. The auditor may elect to test the transactions of two months, say 
April and October, in respect to a certain phase of the work, checking 
all or a pre-determined per cent of the items for that period. If any 
out-of-line conditions or errors of importance are noted in conducting 
this test, he should spot-check similar transactions or entries for other 
months to determine whether the same type of errors existed. In 
addition, he may supplement his test verification by scanning the re 
maining months of the accounting period for unusual items or entries 
which warrant investigation. 


It is obvious that limited tests by the internal audit staff cannot 
assure the detection of a few isolated falsifications. However, a care 
fully planned program of test-checking, efficiently carried out, should 
detect the existence of numerous errors and systematic fraud. This 
reasoning is predicated upon the experience that fraud is usually per 
petrated by means of one or more types of false items distributed 
throughout an accounting period. Experience has also shown that a 
dishonest employee who is successful in concealing his initial falsifica 
tions, usually becomes bolder and proceeds to “branch out,” intro 
ducing other means of diverting company funds to his personal use. 
The auditor’s methods and the extent of his test-checking should not 
follow a fixed pattern from one audit period to another. To illustrate, 
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if the auditor consistently directed his sampling of a particular phase 
of the work to certain months of each year — say January, June and 
December, a dishonest employee aware of this practice would no doubt 
confine his falsifications to the remaining months wherein the proba- 
bility of discovery would be less.. The auditor should also take full 
advantage of the element of surprise in planning his work so that 
his contacts, including such features as cash and security accounts, 
et cetera, are made at irregular intervals, rather than on specified 
dates. 


It is probable that no two auditors attach exactly the same degree 
of importance to the various phases of the work. Also, the conditions 
encountered and the element of risk involved may differ in each type 
of business, and with each audit of the same phase of the work in a 
given company. No hard and fast rule can be followed as to the a- 
mount of test-checking that should be done. The internal auditor 
must be guided by the factors previously discussed, namely— 


(1) His familiarity with the business routines and personnel 
structure of his company. 

(2) The adequacy of the system of internal control. 

(3) The manner and extent of its application throughout the 
organization. 

(4) The related importance of the various phases of the work, 
and the probability of major errors or fraudulent entries. 


MANAGEMENT NEEDS THE INTERNAL AUDITOR 


The complexities of modern business have made it necessary for 
management to delegate many of its review and examination duties 
to others in the organization. Internal auditing in its broader aspects 
admirably fits the needs of progressive management to make these 
reviews. Regardless of formal systems of managerial control, there 
is no satisfactory substitute for first-hand observation of conditions and 
for personal contact with people on the job. Internal auditing is a 
practical medium for supplying reliable data and observations by 
which correctives can be determined for the elimination of waste, the 
institution of economies, and determination of operational standards. 


— ArtTuHurR E. Hap 
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WANT to talk very frankly and informally about the working 
relationship between the Sales Department and the Internal Auditor 
as viewed by somebody on the sales side of the fence. 


Although I will be referring to the “Sales Department,” I think 
these remarks, if your company does not have a Sales Department as 
such, will apply equally to your operating department, whatever title 
it may have. 

First of all, I'd like to discuss our obligation in the Sales Depart- 
ment to the Internal Audit Department — how we can — and should 
— be of help to the Internal Auditors. 

After dealing with that phase of the matter, I would like to put 
the shoe on the other foot for a few minutes and talk about some ways 
in which the Internal Auditor, in his turn, can be of more help to the 
Sales Department. 

Here’s the first way in which the Sales Department can help the 
Internal Auditor —in fact not only “can help,” but “should help.” 


There should be a thorough understanding of and receptive atti- 
tude toward the Internal Auditor’s functions. 


*Paper given at the September, 1946 meeting of the Detroit Chapter. 
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Too many Sales Departments look upon the Internal Auditor as a 
“checker” and a necessary bookkeeping evil. Some thin-skinned, un- 
realistic sales people even take internal audits as a personal reflection 
on their judgment and integrity. In my Company, we welcome the 
substantial help of our Internal Audit Department in achieving uni- 
formity in our operations across the country and in helping us to check 
the results of our operations and decisions. To us it is a real business 
management service. 


Insofar as functions are concerned, we and our Internal Audit 
Department keep exchanging memoranda until we are in complete 
agreement. Getting things down in black-and-white always has a 
surprising way of bringing up — and getting decided — some interest- 
ing questions you otherwise would never think of. We in the Sales 
Department recognize that the Internal Audit Department has the 
responsibility for setting up and maintaining a system of internal 
checks, for auditing, and for procedure necessary for consolidating the 
statements of our subsidiaries with the parent company. These re- 
sponsibilities further mean that the Internal Audit Department should 
have the final decision on these matters — assuming, of course, that 
the procedure has no adverse effect on operations which the Internal 
Audit Department is just as quick to acknowledge are the responsi- 
bility of the Sales Department. 


Another phase of attitude is the reception given the Internal 
Auditor when he appears at a Branch or Zone Office to conduct an 
audit. We would be very much disturbed to hear a Zone Manager 
who did not (1) make the Auditor feel welcome; (2) assign him ade- 
quate and comfortable working space; (3) arrange for him to have 
easy access to all records he may need without making him feel he 
is taking up somebody’s “valuable” time!; (4) make sure that the Of- 
fice Manager is free to work with the Auditor as much as required 
during his stay; and (5) make definite plans to be available for what- 
ever time is necessary when the Internal Auditor is ready to discuss 
his findings. 


The second way in which the Sales Department can help the In- 
ternal Auditor is by setting forth in an operating manual ail procedure 
to be followed. This is extremely important. 


When we tried to put down in writing the answer to every possible 
operating and accounting question that we and the Internal Audit De- 
partment could think of, we found we were a little hazy on some of 
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the policies. Writing the manual put us into firm agreement very 
quickly and resulted in many extremely helpful decisions. Because of 
its help in resolving many bothersome and time-consuming questions, 
we all agreed that we had gotten our money’s worth out of our Zone 
Office Manual even before it was published. 


I believe that such a manual is a “must” on the part of the sales 
or operating department so that, among other things, the Internal 
Audit Department will have the ground rules clearly laid out. And it 
goes without saying that the Sales Department is only being smart to 
have the Internal Audit Department collaborate in the writing of such 
a manual. 


We even took the time and trouble to get the Sales Department 
and the Internal Audit Department into 100% agreement on the ac- 
counting forms. At first this seemed like a detail with which we were 
not particularly concerned. However, our Vice President and Comp 
troller made the excellent suggestion that it would be a good thing 
psychologically for both the Auditor! and the Sales Department repre- 
sentatives to accept equal responsibility for forms and procedures in 
case any questions were raised in the field. He pointed out it would 
be bad for morale and uniformity if sales representatives were to de- 
value some form by saying it was just something the Accounting De- 
partment dreamed up, and it would be equally bad for the Internal 
Auditor to be lukewarm about some management form and tell some 
body he himself couldn’t see any reason for it. 


The final important obligation of the Sales Department, in my 
opinion, is a prompt and thorough follow-up to an audit report. 


Considerable work has been invested by the Internal Auditor and 
if a follow-up is half-hearted or delayed, much of this work is lost for- 
ever. 


As soon as we get an audit report, our Business Manager in the 
Sales Department sends a copy of it to the Zone Manager with a mem- 
orandum stating: 


“Will you please review each item carefully with the 
thought in mind of having the out-of-line items corrected so 
that at the time of the next audit you will receive a clean bill- 
of-health with respect to such items.” 


The memorandum sometimes goes on to give additional reasons 
from the Sales Department point of view for doing what the audit re- 
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port recommends. And the final paragraph in the memorandum asks 
the Zone Manager to “inform us of the action taken in connection with 
the points raised.” The whole memorandum, incidentally, is in a 
friendly, “let's - talk - it - over - if - you - don’t - agree” spirit so as not 
to get anybody’s back up. 


The Zone Manager, after a thorough discussion with his Office 
Manager — which is a good thing in itself — then writes us in consid- 
erable detail. This closes the matter if he has changed the procedure to 
conform 100%. If he brings up some new points, then we may go 
back to the Internal Audit Department to discuss them. But in any 
event, the situation must be cleared up to the satisfaction of the Internal 
Audit Department before the next audit comes around or somebody is 
going to be made to feel very uncomfortable. 


So much for some of the important obligations of the Sales De- 
partment. Now let’s put the shoe on the other foot and talk about how 
the Internal Auditor can be of more help to the Sales Department. 


First, there are a number of things about the language of the 
average audit report which I think are worth considering . 


Sometimes there is simply too much of it. The whole report has 
sort of a “tired” approach as though the Auditor was too weary to 
bother about sorting and classifying and simplifying his findings for 
the benefit of the reader. George Bernard Shaw once wrote a friend 
a long rambling letter and ended it by saying, “I apologize for the 
length of this letter. I did not have time to write you a shorter one.” 


I know that in my own case, the hardest part of my assignment 
is writing that blankety-blank report. Yet we all know it is the most 
important thing, next to handling the assignment itself. Reports I 
have skimped and thrown together hastily with more padding than 
muscle come back to haunt me now and then and make me determined 
to write clear, logically arranged, understandable, brief reports to simp- 
lify the work of the persons to whom I am responsible. 


Another problem with audit report language is its tendency to 
talk in technical accounting terms. This is in spite of the fact that the 
person who will finally get the report and decide whether or not some- 
thing will be done about it is usually mot an accountant. A little extra 
time, and the report could not only serve its accounting instruction 
purpose, but be much more understandable to the layman. There is 
a book of essays on “How to Write” which makes this excellent point: 
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“At any given moment your readers, or your hearers, have just so much 
mental energy. If they must spend that energy trying to understand 
what you are saying, there will be no energy left to digest what you 
have said.” 


In Washington, during the war, I argued continuously with the 
three or four OPA lawyers assigned to drafting regulations for us. 
They thought I was crazy to suggest that lawyers could use every-day 
language that John Doe could understand quickly and still produce a 
tight legal regulation from the point of view of enforcement. 


We had many a bitter battle about it and I was really getting dis- 
couraged when along came some law professor who said he had been 
crusading for years for the same thing. Overnight we got rid of the 
mumbo-jumbo and abracadabra that any profession, including selling, 
tends to build up, and wrote our regulations in one-and-two-syllable 
English. It was just like opening the windows and letting in some 
fresh air. And it can be done, I am convinced, in any technical writ- 
ing designed for the layman. It just takes a little more work. 


Another small point in connection with audit reports is the at- 
tachment of some auditors to footnotes. To me these are something of 
a nuisance 11 reading and digesting. John Barrymore once said of 
footnotes, which he detested: “It’s like having to run downstairs to 
answer the doorbell the first might of the honeymoon.” 


The second main problem with some audit reports is a tendency 
to put too much stress on relatively unimportant items and too little on 
more important things management would like to hear more about. 


For example, a report may go on and on far into the night about 
Receivables — certain minor difterences, misclassification between ac- 
counts, etc., etc. While discrepancies should, of course, be listed briefly 
for getting the books on a manual basis, management is much more 
interested in the accuracy of the billing, the collectibility of the ac- 
counts, whether there is a sound credit extension policy, and whether 
an effective collection procedure is being used. 


Similarly, instead of an elaborate discussion of the various test 
checks employed during the audit, it would be more valuable to devote 
the space to any departures from good business principles which the 
Auditors have observed, such as excessive advances to travelers, lack of 
internal control, unsatisfactory inventory safe-guarding, unauthorized 
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expenditures, and any other violations of company policy and good 


business. 


Finally, I would like to suggest, “How about a little more selling 
and good public relations in audit reports?” 


After all, the Auditor is selling a product, too. More of a sales 
approach might make the sale, which is the prompt acceptance of his 
recommendations, a little surer. 


In the first place, the very nature of an audit report is critical. 
The Auditor’s job is to list mistakes — mistakes of omission and com- 
mission. Even before anyone responsible for these mistakes starts to 
read the report, he is apt to be a little stiff-necked about the whole 
thing. The language, and particularly the tone of the report can go 
a long way to making a friend and influencing him as well. 


Tolerance and broad-mindedness are very important parts of the 
Auditor’s equipment. If he takes the trouble to study the operation of 
the Sales Department and its problems, he will have more of a broad- 
gauged approach — perhaps even toward expense accounts. Most 
Auditors seem convinced that Sales Department people spend money 
like drunken sailors, particularly on meals. But it usually pays to 
get the reasons behind such things. I remember an Auditor finding 
one chap’s expense account averaging $1.25 for breakfast, $2.25 for 
lunch, and $3.50 for dinner. He was about ready to write up quite 
a story on this, which would have taken the man’s hide right off and 
caused a lot of ill feeling. Fortunately, he decided to inquire first, and 
found that the man in question had for several months been under a 
doctor’s care for an acute stomach disorder. He had explained to his 
supervisor, who gave his approval, that he would have to be on a rather 
expensive diet for a while which would show up in his expense account 
if his work required traveling during that period. 


Another point to remember is that the Auditor always comes into 
a situation with the benefit of hindsight, which makes it very easy to 
criticize. 

One last thought on the selling touch in the audit report. In the 
usual breakdown of these reports into Scope and Findings of the Audit, 
Specific Recommendations Based on Findings. and Concluding Com- 
ments, I think the Recommendations Section could be greatly strength- 
ened. Instead of simply saying, “It is recommended that such and 
such be done,” it would drive the point home to add a sentence or two 
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very briefly stating the advantage or advantages to be gained from 
following this particular recommendation. This will save a lot of 
questions from those not too familiar with the technical aspects of the 
point, and in the long run will help the Internal Auditor himself. 


With this last point we’ve covered the things that are, in my 
opinion, the most important things the Internal Auditor can do to help 
the Sales Department. Like everything else, it’s simply a two-way 
proposition. 

To summarize: 

The Sales Department can — and should — make the Auditor’s 
work easier by: 

1. A thorough understanding of the Internal Auditor’s functions. 

2. Providing a complete operating manual, and, 

3. Prompt and thorough follow-up of the audit report. 

The Internal Auditor, in turn, can accomplish his objectives much 
more easily, in my opinion, by: ; 

1. Improving the language of the audit report. 

2. Putting more stress on the really important things and less 

on the detail, and, 

3. Adding some “selling” and some good public relations to the 

report. 


A CORRECTION 
A COURSE IN INTERNAL AUDITING 


Editor, Tue JourNaL or ACCOUNTANCY: 

Dear Sir: In my letter concerning the course in internal audit 
ing offered by the Division of Adult Education at the University of 
Miami, published in your September issue, I neglected to mention that 


the lecturers whose names I listed — Messrs. Ralph E. Ayers, Perry 
D. Lipscomb, Xander Loos, Albert H. McClain, E. G. Radloff, and 
James D. Trahey — are all members of the Miami Chapter of the In 


stitute of Internal Auditors which cooperated in the development of 
this course. 

Yours truly, 
Coral Gables, Fla. Cuartes Doren THARP 


NOTE: The above communication printed in the December, 1946 issue 
of the Journal of Accountancy, corrects an inadvertant misstatement 
made in the September issue of that periodical. Mr. J. D. Trahe) 
was instrumental in having the matter set straight; and Miami Chapter 
members in particular will appreciate the correction.—Eb. ) 
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F WE are to attain our auditing objectives, it is of course quite neces- 

sary that we employ sound, intelligent methods, and set up a well- 
organized program. However, the success of that program will largely 
depend on the competence of the individuals who are to carry it out. 
What considerations should guide us in the choice of the men we select 
for our staff? After we have chosen them, what methods should we 
employ to develop these men to the greatest usefulness? 


SELECTION 


A candidate for the internal auditing staff should be able to pass 
an examination, so to speak, in each of the following four subjects: 


1. CHARACTER 


He should have indicated in his past services that he is reliable, 
that he cooperates and works smoothly with all his associates and that 
he is trying continually to improve his workmanship. He should be on 
the job at all times, regardless of surveillance. He should exhibit both 
personal and business “good conduct.” He should be essentially fair. 


*Paper given at the Los Angeles and San Francisco Chapter meetings in May and 
June, 1946 
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He should have a pride of workmanship which will spur him on to a 
continually higher standard of workmanship. 


2. ABILITY 


Wholly apart from his education or business experience, the candi- 
date should possess natural keenness, initiative, ingenuity, reasoning 
power, analytical ability and good judgment. He should have the 
ability to recognize matters which are important as distinguished from 
those which are not. He should not be bound by routine. He should 
be able to concentrate, and to reason from primary facts to sound 
conclusions. 


3. EXPERIENCE 


The kind of experience a candidate needs depends somewhat on 
the scope of internal auditing in each company. If it covers largely 
the financial accounting records, then of course financial accounting 
knowledge is paramount. If it also covers purchasing, manufacturing, 
transportation, marketing and other éperations, seeing that property is 
safeguarded, polices followed, correct relations with customers and em- 
ployees maintained and company interests promoted, then some mem 
bers of the staff should have had experience with these other operations. 


In our company we seek some men from various departments 
and subsidiaries of the business and some from the public accounting 
profession, to work as a team. Those from within the company usually 
have a reasonable background of accounting education. In all cases 
we try to observe potential candidates long enough to be satisfied that 
they can pass the “examinations” as to character, ability and person- 
ality as well as being competent in their present jobs. 


4. PERSONALITY 


The candidate should be friendly, speak pleasantly, present a neat 
appearance, possess poise, tact and the ability to create a good impres 
sion. This is particularly important if his duties will bring him into 
contact with individuals at various levels of authority as well as with 
the rank and file of employees. 


DEVELOPMENT 


Although, as previously stated, we select men with varied experi- 
ence, the end result of their training should be to produce “all-round” 
auditors, who, as time goes on, will be able to handle all kinds of as- 
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signments. Our training program is carried out through a series of 
definitely controlled steps which continue throughout the entire period 
of service of each staff member. However, the program is not form- 
alized, with specific periods of time for each step, and a staff member 
may not even realize that apparently casual experiences are parts of 
his controlled development. 


The following is a brief outline of our methods and objectives in 
developing and training staff members: 


1. Tse Inir1au Discussions 


The manager of the internal auditing division should spend con- 
siderable time personally with the new staff member; not merely greet 
him and then, so to speak, fling him out to commence his work. He 
should explain the responsibilities, the policies and the standards of the 
internal auditing division; emphasize the importance of sound think- 
ing in the approach to auditing; discuss various aspects of the new pro- 
fessional life the member is entering; and explain the degree of reli- 
ance which the top management of the company places on the activities 
of the division. 


2. Inrr1at READING 


Before receiving any work assignment the new member should 
read at least the “policies” section of the procedure manual to obtain 
an over-all view of his future responsibilities. He should also read a 
carefully selected group of audit reports to get a general idea of the 
nature of internal auditing work and to observe the end-product there- 
of. From these reports should come the initial consciousness of the 
idea that all the hard and conscientious work that may be done during 
audits is valuable only to the degree that it can be translated into clear, 
intelligent and interesting reports. 


4. InirraL AssIGNMENTS 


The new staff member should be assigned to work with a variety 
of older auditors in succession. Each of them will contribute some- 
thing different to his development; each of them will see him from a 
different viewpoint and discover different tendencies in him. If he is 
studious he will learn something from each of them that will fit into the 
pattern of ability and personality which he is building, as well as ex- 
perience. 
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4. ANNuAL MEETINGS 

In our company we hold an annual meeting of all staff members 
which lasts several days. We all discuss problems. We devise new 
auditing methods to meet changing company operations. The newer 
members learn more about auditing methods and get ideas from all 
members of the staff. 


5. Crostnc Discussions 


During the discussion between the manager of the auditing divi- 
sion and the management of the operating departments, which is held 
at the close of each audit assignment, the new member should have 
the opportunity of hearing the results of several weeks’ labor sum- 
marized as specific findings and their relative importance discussed. 
This develops his sense of values. 


6. Varyrnc Later AssiGNMENTS 

An auditor who was originally’ selected from one operating de- 
partment should be assigned to an audit of a different department with 
another auditor who has had former service there. He is the student 
and his associate the teacher with respect to the problems of that de- 
partment. Another time he might be in charge of an audit of his old 
department and perhaps the same associate might this time be the 
learner. Not only would each learn operating details from the other 
but also a greater respect for his associate’s knowledge. 


7. Continuous DEVELOPMENT oF CorrRECT ATTITUDES 


The natural inclination of a new auditor, who has desired for per- 
haps a long time to become a member of the auditing staff, is to make a 
showing in order to prove that he was a worthy selection. He de- 
termines not to miss anything. He is apt to be over-technical, to make 
too much of minor errors, to be too demanding, to take himself too 
seriously. 


He should be educated, not only through initial instructions but 
also through close observation and kindly correction when needed, to 
develop the right attitudes toward and relationships with those whose 
work he audits. They should be such as to create respect for and ap 
preciation of his work. He should refrain from issuing instructions. 
He should be business-like yet natural and pleasant. He should assume 
that operating employees have performed conscientious and intelligent 
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work and that his responsibility is to determine the facts which justify 
that assumption. Gradually, throughout his period of service, each 
staff member should develop that kind of bearing, tact, and adherence 
to organization procedures which so greatly enhances the value of his 
work. 


8. Wruitinc Reports 


Internal auditing is of little value if it does not lead to corrective 
action. To accomplish this, the responsible executive must first be in- 
duced to read the audit report. A dusty, dry, stereotyped presentation 
makes busy executives shy away. The report must be interesting 
enough to produce a desire to read it. Therefore every staff member 
should develop the ability to portray the results of his work clearly, 
concisely, convincingly and attractively. 

From his first assignment each auditor should be required to write 
a report on his own findings. This should be discussed with the audi- 
tor-in-charge as to the best manner of presentation. The complete audit 
report should be edited by the manager of the audit division and 
discussed with all the auditors who worked on the assignment, before 
presentation to the operating executives. 


A discussion of the theory and practice of report writing should 
be included in the procedure manual. In addition, frequent discussions 
in staff meetings and with individuals are needed to develop the latent 
ability of every staff member to write good, interesting, action-getting 
reports. 


9. EmpHAsiIzING OBJECTIVES 


The emphasis on approaching each phase of audit work from the 
standpoint of its purpose and value should not stop with the initial 
interview. Whenever necessary, each staff member should be re- 
minded of the objective viewpoint until it becomes an ingrained part 
of his mental process. Then he will ask himself, not what he is to 
check but what facts he is to ascertain. 


10. Dervetoprnc LEADERSHIP 


When an auditor has learned the techniques and his thinking and 
ability indicate maturity, he should be closely observed and frequently 
counselled with respect to leading others. After he has demonstrated 
that he is industrious, thorough, adaptable, logical and uses good judg- 
ment; that he handles himself well and reports his findings interest- 
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ingly; then questions like these should be asked about him: He organ- 
izes his own work, but can he lay out work for a crew and guide and 
synchronize their efforts? He can perform work assigned to him, but 
can he enlist the respect of his associates for his ability, knowledge and 
administrative talent? Is he thoughtful and considerate of his associ- 
ates, or does he blame them for errors and take credit for their good 
work? Can he impart knowledge understandingly, without a patron- 
izing manner? Does he teach fundamentals first, or does he plunge 
new-comers into bewildering details? Is he a team man, or an indi 
vidualist? 


When the answers to these questions appear to be satisfactory he 
should be put in charge of simpler audits first, and gradually developed 
in leadership qualities until he can handle the largest crews and most 
difficult assignments. 


DEVELOPING ESPRIT-de-CORPS 


I have outlined four consideratjons which should guide us in the 
choice of men we select for the internal auditing staff, and ten phases 
of training and developing these men to the greatest usefulness, as 
individuals. But the paramount consideration in developing a suc- 
cessful organization is building up the morale, the esprit-de-corps, of 
the entire staff. This is, so to speak, the lubrication of the metal as it 
is ground down to the finished, polished tool of management. 

The life of traveling auditors is not easy. They are called upon 
to be away from home for considerable periods of time. Even if their 
wives are with them, they still miss many elements of home life. They 
may easily become dissatisfied with these conditions. If they are not 
happy and contented they will do slower and poorer work. And the 
auditing division cannot progress as a unit. 


We should endeavor to develop in each staff member a belief that 
he belongs to an especially fine organization. They should have good 
reason to think of their manager as a friend as well as a boss. They 
should like him as well as respect him. They should have assurance 
that he is sympathetic to, and appreciative of, their problems even 
though he demands a high standard of performance. They should 
know that he is interested in their personal affairs as well as their pro 
fessional troubles. 


In order to develop such an organization the auditing manager 
should take time to visit the staff members in the field, on the job. He 
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should get to know them well and they him. He should help them with 
their problems, promote them when they are ready, praise them to 
others, and see that they are considered for executive positions in other 
departments when openings arise. 


In the final analysis, one of the greatest satisfactions a manager 
can have is to see his staff members develop into outstanding men. The 
things we do in life generally pass with time and are forgotten. But 
the development of men who will teach others, in ever widening circles, 
the high ideals and sound principles they have learned from us—this 
is the ultimate achievement. 


ComMeENtT: A noteworthy and enduring philosophy. To paraphrase 
He who has been endowed with talents is, in token of his legacy, obli 
ated to pass them on to his successors to the end that the talents may 
be multiplied and that the many who thereafter follow may be bene 
fited. Only thus can the obligation be met and cancelled! —Ep 


INDUSTRIES COMMITTEE 


A. L. SIMPSON, Chairman 


What changes do you contemplate this year in your Internal 
Audit program? 


Would you like additional information on some of the 
proposals you plan on submitting to your management? 


Perhaps you would like to know how some other member 
solved the problem that confronts you today or one that 
may come to your attention tomorrow. 


This committee was organized to supply you with such 
information and to exchange ideas or to make recom 
mendations which might be of assistance 


Call on us, maybe we can help you. 

State your request clearly, and forward it to the Chair 

man for processing through your Group Representative 

We shall greatly appreciate the cooperation of any member who 

will furnish the Chairman with a list of some of the improvements, 
new procedures adopted and special proposals made in 1946 

This information will greatly assist the Committee to serve 
other members who may be interested in information on the subjects 
listed. 
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Pittsburgh 30, Pa. 


MACHINERY AND EquiPpMENT MANUFACTURERS 
RENE J. LABELLE, Representative 
Vickers, Inc. 
1400 Oakman Blvd. 
Detroit 6, Michigan 


PETROLEUM AND CHEMICAL COMPANIES 
SIDNEY Y. HOOVER, Representative 
c/o The Atlantic Refining Co 
260 South Broad Street 
Philadelphia 3, Pa 


Pusiic Urtiiirties 
JOHN G. REYNOLDS, Representative 
c/o The Brooklyn Union Gas Co 
176 Remsen Street 
Brooklyn 2, N. Y 


MIsceLLANEOUS COMPANIES AND AGENCIES 
H. C. YETTER, Representative 
c/o Owens-Illinois Glass Co 
Ohio Building 
Toledo, Ohio 
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Other Committees (Cont’d)— 


Publication Policy: ARTHUR E. HALD, Chairman 
WILLIAM H. GARBADE 
ROBERT B. MILNE 


Research: VICTOR Z. BRINK, Chairman 

ARTHUR J. E. CHILD 

EARLE H. CUNNINGHAM 

HERBERT G. KIMBALL 

ALAN LAUCKNER 

ROBERT B. MILNE 

A. L. SIMPSON, ex-officio (as Chairman of 
Industries Committee) 


1947 Year Book; RAYMOND KNOWLES, Chairman 


Brochure: PETER J. BUZANGA. Chairman 


Sixth Annual Conference: CHARLES J. GHESQUIERE, General Chairman 


PROGRAM 


EARLE H. CUNNINGHAM 


Hore, ARRANGEMENTS 


HARRIS R. SYMES 


Horet Reservations 


JAMES M. CLELAND 


RECEPTION 


BYERS BURLINGAME 


REGISTRATION 


ALBERT F. KNOWLES 


PUBLICITY 
GEORGE W. HYATT 


EXHIBITS 


FRANK J. COYKENDALL 


Bupcet AND FINANCE 


CHARLES E. HAMILTON 


Director of Research 
VICTOR Z. BRINK 





THE INSTITUTE OF INTERNAL AUDITORS 
STATUS OF MEMBERSHIP 


Total as Total as 

at Dex at Sept. 

Chapter Members Associates Juniors 31, 1946 30, 1946 
Chicago 80 10 8 98 85 
Cleveland 55 4 6 44 +4 
Dayton 24 35 4 31 31 
Detroit 82 12 4 98 93 
Los Angeles 63 12 29 104 101 
Miami 20 35 4 26 24 
Montreal 37 4 8 +4 42 
New England 32 2 34 34 
New York 178 40 27 235 224 
Philadelphia 54 8 1 63 59 
Pittsburgh 31 i) 34 32 
Saginaw Valley 12 1 5 18 18 
St. Louis 19 5 + 28 19 
San Francisco +1 13 15 69 68 
Toronto 56 4 1 +0) 59 
Non-Chapter 4 3 8 105 105 
Tora. 838 115 123 1,076 1,018 


SUPPLEMENTAL LIST OF NEW MEMBERS 
AND BUSINESS AFFILIATION CHANGES 


NOVEMBER 1, 1946 TO DECEMBER 31, 1946 


JEAN CHARLES ALLARD ERWIN H. BLUM 
J. D. Allard & Company Castaloy, Incorporated 
ist : New Business Affiliation 
JAMES G. ALLEN 
Price Waterhouse & Company JAMES F. BLUNK 
Prudential Insurance Co. of America 
CYRIL W. BAINES 
Northern Electric Company, Ltd EDWARD J. BOEHMER 
Paymasters, Incorporated 
ARTHUR C. BELGARD New Business Affiliation 
Doehler-Jarvis Corporation 
VICTOR Z. BRINK 
RALPH M. BELL West, Flint & Compan 
(Own Business New Business Affiliation 
ARTHUR E. BEYER WILLIAM E. BROCKERMANN 
West, Flint & Company National Airlines, Inc 
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STANLEY Z. BRONNER 
Bridgeport Brass Company 


H. RICHARD COLLINS 
The General Tire & Rubber Company 


MERWIN H. DIXON 


Sears, Roebuck & Company 


RUDOLPH J. DREWS 
United Rexall Drug Company 
(New Business Affiliation) 


FRANE G. DRUMMOND 
Empire State, Inc. 


ALFRED V. DUNKIN 


Edison Brothers Stores, Inc. 


ARTHUR A. FALLON 


American Machine & Foundry Company 


L. W. FULLER 
Shell Oil Company of Canada, Ltd. 


DON GARTON 


Grove Laboratories, Inc 


HAROLD G. GLOVER 


General Finance Corporation 


WILLIAM H. GORE 
Sears, Roebuck & Company 


THOMAS A. HAMMER, JR. 


Doehler-Jarvis Corporation 


PHILIP H. HAILL 
Mallinckrodt Chemical Works 


PAUL B. HENDERSON 
Peabody Coal Company 


FRANK HIGGINBOTHAM 
Crane Company 
New Business Affiliation) 
JOHN HIGGINSON 
Price Brothers & Company, Ltd. 


JULIAN G. HOFFMAN 


Ralston Purina Company 


JOSEPH H. JUDD 


Standard Pressed Steel Company 


WILLIAM D. KENNEY 


Taca Airways System 


WILLIAM C. KIDD 


S. C. Johnson & Son, Inc. 


GEORGE W. KOEGEL 


Prudential Insurance Co. of America 


SAMUEL S. KRAGLER 
Worthington Pump and Machinery Corp. 


EMILE LANGLAIS 
National Construction Company, Ltd. 


JAMES V. LESTER 
Standard Pressed Steel Company 


ERLING S. LID 
United Air Lines, Inc. 


ARTHUR J. LUONGO 
N. Y. Employing Printers 
Association, Inc. 


KENNETH R. MACDONALD 
(No definite Business Affiliation) 


SERAFIN J. MARCONE 
Pan American Airways, Inc. 


FRANCIS A. MEIXNER 
Army Exchange Service 


ROBERTO MILLAR 


Compania Cubana de Aviacion 8. A 


CLAIRE C. MILLER 
Jewel Tea Company, Inc. 


WILLIAM J. NUELLE 


Price Waterhouse & Company 


MAURICE F. O'CONNOR 


Union Electric Company of Missouri 


WILLIAM J. PATTERSON 
United Air Lines, Inc. 


WILSON R. PAXTON 
Standard Savings & Loan Association 


RAMON PEREZ-DAPLE 
Cia Cubana de Aviacion S. A. 


EUGENE WALTER POORVIN 
Parker-Herbex Corporation 
(New Business Affiliation) 
ALFRED J. REGENBURG 
Allstate Insurance Company 


JOHN RAYMOND ROBINSON 
Lever Brothers & Unilever, Lid 


GEORGE R. RUPPEL 
Gulf Oil Corporation 


CURTIS W. SCHEELE 
Ralston Purina Company 


JOHN B. SCHMID 
Long Island Lighting Company 
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LAWRENCE R. SCHMIDT 
General Instrument Corporation 
(New Business Affiliation) 


ADOLF E. SCHURICHT 
Banner Iron Works 


R. E. SMITH 
Mesta Machine Company 


ROBERT J. SNIDER 
Peabody Coal Company 


FIORE R. SOZIO 
Macfadden Publications, Inc. 


DWIGHT E. STAFFORD 


National Life Insurance Company 


CHARLES E. STILEC 
Ernst & Ernst 


FREDERICK B. STOCKER, JR. 
Continental Illinois National Bank 
& Trust Company of Chicago 
LEON J. STREIT 
Joslyn Manufacturing & Supply 
Company 
ARTHUR C. SUHRBIER 


Continental Illinois National Bank 
& Trust Company of Chicago 


HAROLD S. TALLMAN 
American Home Products Corporation 
(New Business Affiliation) 


JOHN 8. THURSTON 
Thurston & Company 
(New Business) 


CONLIFFE F. TOPP 
Henry Morgan & Company, Ltd. 


D. N. URICK 
Harris Trust & Savings Bank 


EDWARD VASCO DE GOMES 
United Nations Organization 


FRANCIS A. WEISNER 
Kimberly-Clark Corporation 


LOYD BRYANT WILKINS 


Kaiser-Fraser Corporation 


JOSEPH J. WOEHL 
The Best Foods, Inc 


GURMAN A. WOLF 
Lincoln Engineering Company 


GEORGE H. YOUNG 
Peat Marwick Mitchell & Company 


RESIGNATIONS 


JOSEPH E. BARRY 

A. A. BUZZI 

ALBERT S. COOKE 
DENNIS J. DUNNE 
EDWARD J. ERNES 
ROBERT L. GERAGHTY 
EDWIN J. GLOCKE 
GEORGE W. GRAVEN 
HERBERT M. KELTON 


GEORGE A. KING 

JUDSON E. KRUEGER 
VINCENT J. LONG 

ROBERT P. NELSON 

HENRY L. PAYTE 

I. V. B. PHELAN 

ARTHO E. STALEY 

LOUIS C. STEVENS 

SIDNEY WHISTANCE-SMITH 


TRANSFERS 


from Junior to Member 


ROBERT W. BERCHER, Chicago Chapter 
KENNETH J. McBRIDE, Chicago Chapter 


from Associate to Member 
W. L. SCHOONMAKER, New York Chapter 





available. 


mous, if desired. 





EMPLOYMENT SECTION 


E Employment Section is intended to be of assistance 
to Instrrure members desiring to make new connec- 
tions and to companies having internal auditing positions 
The names of interested members or of com- 
panies requesting space in this section will remain anony- 


All communications should be addressed to The Secre- 
tary—Tue Instirute or Internat Avuprrors, Room 404, 
120 Liberty Street, New York 6, N. Y. Reference should 
be made to the Box “E” number. 








POSITIONS AVAILABLE 


INTERNAL AUDITORS—Large manu 
facturing company with more than fifty 
plants situated from caast to coast is ex- 
panding its audit staff and establishing 
divisional audit headquarters in five key 
cities (New York, Richmond, Chicago, 
Louisville, and Los Angeles). Auditors 
of proven ability frequently advance to 


other important financial positions in 
company. We seek college graduates in 
accounting under thirty-five years of 


age, with experience in public account 
ing or internal auditing. Submit com 
plete outline of education and experi 
ence, indicating salary ranges in pre 
vious positions; give marital status; en- 
close recent photograph; applicants sub 
mitting incomplete data will not 
considered further. Arrangements will 
be made for qualified applicants to be 
interviewed by an officer of our com- 
pany at a mutually convenient location 
in the near future. Write Box E 140. 


TRAVELING AUDITORS—for a na 
tionally known electrical manufacturer. 
Administrative headquarters New York 
City, but will be out of New York area 
50% of time. Need is for Seniors and 
Semi-seniors with manufacturing experi- 
ence. Give complete resume and salary 
requirements to Box E 142. 


/ 
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POSITIONS WANTED 
ACCOUNTANT-AUDITOR — Graduate 
of leading University, C.P.A., 33, varied 


experience in auditing, public accounting 
and management. Recent experience as 
resident auditor of large corporation. In 
terested in administrative accounting or 
internal auditing in Chicago area. Lim- 
ited traveling if necessary. Address In 


stitute Secretary, Box E 141. 
ACCOUNTANT-AUDITOR Business 
administration graduate, age 37, 18 years 


public, private and financial accounting 
and auditing experience. Accustomed to 
accepting heavy responsibility. Desires 
position as Cobesaaiiner or Assistant to 
the Treasurer. Address Institute Secre 
tary, Box E 143. 


BUDGET DIRECTOR or ASST 6 
years experience installation and opera 


tion all phases Budgetary Control from 


Sales Budget to Budgeted P. & L. for 
manufacturing organizations. 4 years 
previous as internal auditor in retail 


field. Exceptionally well-rounded back 
ground on profit & expense analyses: 
costs; cost estimating; statistics; internal 
control; internal check, etc. Formal ed 
ucation in accounting and selling-mar 
keting. Excellent references. Adapt 
able. Age 30. Minimum $6,000.00 
Address Institute Secretary, Box E 14. 














Publications of The Institute of Internal Auditors 


“Internal Auditing—Now and After The War” 
PAPERS AND DISCUSSIONS ot the 
THIRD ANNUAL CONFERENCE OF THE INSTITUTE 


acer ge ee 
UBJECTS teated, and dlesnssed 


‘gare 
eee a poate 
Price $1.75 


“Internal Auditing Philosophy and Practice” 
Edited by CHARLES J. FUE 
General Auditor, Brooklyn Union Gas Company 
A Symposium of Papers and Addresses presented during the 
1942-1945 | Season of Tue InstrruTe or INTERNAL AUDITORS. 
THIS VOLUME COMPRISES SIX PARTS: 
I. INTERNAL AUDITING TECHNIQUES IV. INTERNAL AUDITING AND THE 


CHANGE 
Il, INTERNAL AUDITING AND COMMISSION 
MANAGEMENT v. AL AUDITING ANI) WAR- 














. INTERNAL AUDITING AND VL AL AUDITING AND THE 
PUBLIC ACCOUNTING PUTORE 
“INTERNAL AUDITING PHILOSOPHY AND PRACTICE” stresses the co- 
operation of the Internal — with the Public Accountant, the 
Relationship of Internal Auditing to Management, War and Post-War 


ms Price $2.50 


“Internal Auditing: A New Management Technique” 


Edited by JOHN B. THURSTON 


HIS volume contains 462 pages divided into thirty-six chapters. 
It contains outstanding essays, outspoken discussions and valuable 
information covering the fowmy of modern internal auditing. 
Price $3.50 


“Managerial Control Through Internal Auditing” 
Prepared by The Research Department of 
THE INSTITUTE OF INTERNAL AUDITORS 


ODERN Internal aes lies in the 4 of management control. 
concise volume has been published to guide manage- 
ment in the utilization of its internal auditing staff; how, as a tool 
internal auditing has for beyond t . 
arithmetical verification of ——. 
how it has become a complete intra-company financial and pa | 
review ewrance 0 erlection of the system of internal con and re- 
liable dh to of performance. The 
peer . The General Nature of eoreet Auditing, 
Activities, Ill. The wee 7 — 
’ Department in the Com Organizati = +) ne 
ent oe on 
tion of Internal Auditing with the Public Accountant. 














Price $1.50 





Order from your favorite bookseller or directly from 
BROCK and WALLSTON, Publishers, 39 Atlantic St., Stamford, Conn. 




















